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What John Q. Would Like to 
Get from His Public Utilities 


As a customer he is interested not only in what 

kind of service he receives for his money but also 

in the manner in which that service is rendered 
—a study in public relations. 


By TYLER GASKILL PRICE 


n 1920 the entire utility industry 
I caught fire from a single phrase, 
“public relations.” The blaze 
started in the electric power corpora- 
tions and swept through the gas, com- 
munication, and transport companies. 
Even the privately owned waterworks 
caught fire and burned up. The 
national utility associations flamed so 
fervidly, offering prizes for public 
relations papers and speeches, that 
everybody went crazy with the heat. 
The idea which touched off this 
conflagration of enthusiasm was 
warm enough but its execution was 
not so hot, for everyone was busy 
thinking up new schemes for improv- 


ing customer attitude and no one was 
busy pondering why that attitude 
should be as it most obviously was. 

Such researches, it was felt, should 
be left to men especially assigned to 
the work. Thus it befell that “public 
relations departments” were organ- 
ized with the stated purpose of bring- 
ing Mr. and Mrs. John Q. Citizen 
en rapport with their service compa- 
nies with whatever tools might come 
to hand. 


uT the tools which came to the 
hands of these newly created 
fashioners of popular opinion were 
not the well-calculated and efficient 
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implements which were a crying need 
in sO many instances. Mainly they 
consisted of the adjustment of com- 
plaints, the instillation of employee- 
courtesy and publicity. 

These are, however, merely the fine, 
finishing tools for putting a smooth 
surface on public attitude and they 
can be for that only after that attitude 
has been roughhewn to nearly true 
level by adequate service and sound 
rates. 

The public relations men were in- 
escapably on the spot. They were 
ordered to invite Mr. Citizen’s friend- 
ship and given no authority with 
which to back up their overtures. 
They must work the old proverb back- 
wards, proving that a pound of cure 
was almost as good as an ounce of 
prevention, for they could “adjust” 
complaints but could not eradicate 
the sources. 

They could train courtesy into the 
employees but they could not change 
slow and clumsy company procedures 
which might be much more irritating 
to John Q. than a sullen manner or 
a blunt answer. They might know 
that the rates were more than ade- 
quate and that there was general dis- 
satisfaction on that score but their 
recommendations for a lower scale 
went almost unheeded. 


 § sas the circumstances it was in- 
evitable that public relations de- 
partments should adopt the means of 
bettering customer attitude which ap- 
peared to have the greatest chances 
of success: publicity, Publicity, and 
yet even more Publicity. That was 
the big noise. Tell the people our 
story. Then they will understand our 
problems and will be more friendly. 
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The conclusion was queer as Dick’s 
hatband. There were no grounds for 
believing that publicity would impel 
Mr. Citizen to stand on his chair and 
hooray for his utilities if he was con- 
vinced that service was below par or 
the charges too high. Nor was there 
any reason for thinking that speak- 
ers and motion pictures could increase 
his friendliness if he was already rea- 
sonably well pleased with both service 
and rates. In either case the batting 
average of publicity must be a row of 
goose eggs. 

But for all that the story of service 
was told to Mr. and Mrs. Citizen, 
who, being immersed in their own 
pursuits, cared not two hoots how gas 
and electricity are produced, com- 
munication achieved, or how many 
counties can be reached by some trans- 


port agency. 


HE story was told by radio and 

motion pictures, free lectures, 
and vast acreages of every kind of 
advertising. Some of the presenta- 
tions were fine, some were mediocre, 
and not a few were actually damag- 
ing. The cost ran into thousands 
and thousands of dollars but the serv- 
ice companies were not getting their 
money’s worth in bettered customer 
attitude. 

A striking illustration of how little 
public relations lectures avail in the 
changing of popular opinion is pre- 
sented by the superlative work of Dr. 
S. P. Grace, assistant to vice presi- 
dent of the Bell Laboratories in New 
York. 

Dr. Grace’s lectures and demonstra- 
tion of the physics and engineering 
of sound apparatus were the most 
magnificent publicity I have ever wit- 
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nessed. His language was easy, non- 
technical, and humorous. His experi- 
ments were so spectacular and so 
deftly performed that they seemed the 
work of a sorcerer. All who heard 
him became convinced that although 
the modern telephone was already a 
nearly perfect instrument, the scien- 
tists and engineers were still constant- 
ly striving to better it. 


B" the good will thus engendered 
by respect for the physical equip- 
ment and the evident idealism of its 
builders did not change public opinion 
of rates which everyone felt were too 
high. In Chicago, where Dr. Grace 
was most enthusiastically applauded, 
the subscribers recently forced a re- 
fund of 37 million dollars of over- 
charges! Whether the court order 
was just or not makes no difference. 
The fact remains that even splendid 
and costly publicity was unavailing 
against popular feeling. 

Of course, the failure of publicity 
to create good will is no argument for 
the abolition of the public relations 
department. Not at all. The public 
relations department may still be made 
one of the most valuable adjuncts 
of any utility. 

At present, however, its authority 
and activities are far too limited. It 
is not enough that these fashioners of 


good will shall adjust complaints, im- 
prove employee treatment of the cus- 
tomer, and devise new kinds of bally- 
hoo. To be truly effective they 
should be made the eyes through 
which the utility is enabled to see it- 
self as its patrons see it; and they 
must be vested with sufficient author- 
ity to inaugurate the changes in the 
service itself which are made obvious 
through that unprejudiced viewing. 


geese Ah, there’s the rub! 
Most utility men feel that good 
service involves no more than prompt, 
clear, and accurate telephone commu- 
nication, hot gas at constant pressure, 
uninterrupted electric power at steady 
voltage, radios in the observation car, 
fancy food in the diners, and carpets 
before the steps of the limiteds. But 
I hold that service is a far broader 
term which describes not only what 
the customer gets for his money but 
how he gets, that is, the location, ar- 
rangement, condition, appearance, and 
operation of the properties, so far as 
those conditions may have some influ- 
ence upon the patron. For after all, 
a utility is essentially a huge physical 
mechanism with which in some man- 
ner or other the public must come in 
contact. 

Into such huge structures creep 
imperfections and often the engineer- 


e 


than prompt, clear, and accurate telephone communication, 


q “Most utility men feel that good service involves no more 


hot gas at constant pressure, uninterrupted electric power 
at steady voltage, radios in the observation car, fancy food 
in the diners, and carpets before the steps of the limiteds. 
But I hold that service is a far broader term which describes 
not only what the customer gets for his money but how 


he gets.” 
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ing and operating departments are so 
intent upon their routines that condi- 
tions which may be wrecking the 
friendliness of John Citizen entirely 
escape their attention. 


H™ is where the public relations 
department should come to bat 
by constantly using the service exactly 
as do the patrons, striving to see their 
utility as others see it, and then 
making their recommendations with 
sufficient authority to insure their 
adoption. 

Consider a few specific examples. 

Some years ago a large electric 
power company purchased a bank 
building for, its central offices and 
moved in, horse, foot, and guns. The 
electric merchandising shops got the 
ground floor, the cashiers got the 
cages surrounding the banking hall 
on the second floor, and the engineer- 
ing department, with its records of 
how many lamps each customer is 
suspected of having, went to the sixth 
floor. 

From the power company’s point 
of view the arrangement was admi- 
rable. From the public relations point 
of view it could hardly have been 
worse. 


} the first place, everyone who 
wished to pay his electric bill had 
to endure the exertion and waste of 
time of climbing a long flight of stairs 
to the second floor. In the second 
place, everyone who required lamps 
for newly installed sockets was forced 
to endure the time waste and incon- 
venience of jamming into a crowded 
elevator and riding to the sixth floor 
in order to have his “load card” cor- 
rected. And in the third place, every- 
one who patronized the electric shops 


on the ground floor was inconven- 
ienced by an arrangement of merchan- 
dise and a clumsy, slow-moving sales 
system, neither of which would have 
been tolerated five minutes in a fourth- 
rate department store. 

For small items, costing less than a 
quarter, radio ground connectors, and 
the like, a sales slip and four carbon 
copies are made and the purchaser 
must wait between fifteen minutes 
and half an hour before such gadgets 
can be fished up from the basement 
storeroom, there being no room for 
them on the first floor as the clerk 
will politely inform you. And yet 
these vast salesrooms are cluttered 
from end to end with floor and table 
lamps, refrigerators, washing ma- 
chines, and such bulky and duplicated 
appliances ad nauseum. The larger 
items are not delivered on the date 
of the purchase, but some time later 
at the convenience of the semiweekly 
delivery trucks. 


Hus the power company with its 
badly organized merchandising 
shops, its second-floor cashiers, and 
its sixth-floor lamp records is aggra- 
vating more than 10 per cent of its 
patrons, 126,000 persons a month! 
Either the public relations department 
has not used these “facilities” (I 
almost wrote “difficulties’”’) and con- 
sequently is unaware of the condi- 
tions, or, what is more likely, the 
public relations department has never 
possessed the power to enforce the 
easy and inexpensive changes needed 
to stop forever these sources of cus- 
tomer irritation. 
In the same city, the telephone com- 
pany receives its bill-paying customers 
on the ground floor—but the tele- 
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Public Relations Departments Must Have 


Authority to Act 


“a is but one device which will enable 
that railroad or any other utility to see 
itself as its patrons see it and so enable it to 
eradicate those mechanical circumstances which 
at present are nullifying the efforts of the pub- 
licity men. That device is the public relations 
department. It should have full authority to 
enforce its recommendations or, at least, specific 
periodic opportunities for bringing forward its 








facts and its suggestions.” 





phone building is located away from 
the central business and retail busi- 
ness and shopping districts. 

John Citizen pays his bill with 
check or money order, costing 5 cents, 
and sends it through the mails at a 
cost of 2 cents more—84 cents a year 
additional expenditure for which he 
gets absolutely nothing, or he can 
spend about thirty minutes a month 
walking to and from the telephone 
building to pay his bill, for there is 
no direct car line, which, if it existed, 
would cost him 14 cents the round 
trip! 


oo the public relations depart- 
ment is unconscious of time 
waste or expense of paying telephone 
bills or it has been unable to argue 
convincingly for the establishment of 
a centrally located bill collection 
agency. 

The mention of the communica- 
tion utilities calls to mind the instance 
of the ancient japes about, “How 
many wrong numbers do I have to 
call to get the right one?” and, “Oh, 
never mind, operator, don’t try any 


more, I’ll write him a letter!’ which 
were perpetrated a few years ago 
from every vaudeville stage in the 
land. The service must have been 
pretty bad throughout the country 
for everyone laughed appreciatively. 
It certainly was in my city. 

Today I have found the service 
to be prompt and accurate and the 
hearing excellent during both long- 
distance and local calls. There is no 
means of knowing who is responsible 
for the change, major executives or 
the public relations departments. 

Even though this is ancient history 
it is a case in point. Had the public 
relations departments been on their 
toes and sufficiently powerful, they 
would never have permitted the serv- 
ice to deteriorate to a point where 
it was laughed at, for public derision 
is no laughing matter for any utility. 


is is paradoxical that mass trans- 
portation, which is the oldest of 
the utility group as we know it today, 
and should, therefore, be the most 
adroit in the treatment of its patrons, 
should stand in the most desperate 
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need of properly empowered public 
relations departments. 

For more than a century railroad 
managements have clung to the notion 
that their job was to transport men 
and materials. The manner in which 
that transportation was accomplished 
was of no consequence. John Citizen 
could go by rail if he liked it or he 
could ride a horse. John didn’t take 
a horse. He took busses, automo- 
biles, airplanes, and long-distance 
telephones. The rails lost their traffic 
as they deserved to lose it. Now they 
are making phrenetic, costly, and in- 
adequate bids for its return. 

But the roads are not dead yet. 
High-powered public relations depart- 
ments could do a great deal toward 
regaining lost patronage, and that 
without waiting years for new equip- 
ment or huge expenditures. j 


| ig mass transport is to make a go 
of it they must do it with present 
cars, engines, roadbeds. The follow- 
ing example out of hundreds of sim- 
ilar ones has been chosen merely be- 
cause it demonstrates what could be 
done on a single road on a single 
journey, not because the conditions 
are exceptional : 

Each summer I journey from Chi- 
cago to northern Minnesota by way 
of Duluth. The Chicago-Duluth 
Limited is splendidly equipped and 
travels so slowly that it raises no 
dust from the cinder ballasting of 
most of the track. In hot weather, 
with the window open, the ride is as 
clean as could be expected behind a 
soft coal-burning locomotive, except 
for a few short sections of sand bal- 
lasting near the northern terminal. 

As the train moves over these the 


dust comes into the Pullmans in suf- 
focating clouds in spite of closed 
windows and vestibules. When the 
train reaches Duluth it and its passen- 
gers have the appearance of having 
traveled through the desert for days, 
although the spots of sand ballasting 
are not more than about a hundred 
yards in length. 


A’ Duluth the stations are just 
across the street from each 
other. But from my car in the 
Chicago train to the day coach on 
the northbound local is nearer to two 
blocks. My round-trip ticket pro- 
vides for transfer at Duluth. But 
there are no porters and no hand 
trucks. I and my twenty or thirty 
fellow travelers must carry our own 
luggage or hire someone from the 
street to carry it for us, although 
we have transportation for that trans- 
fer. 

Since we are not sure of the exact 
date of our return we cannot make 
Pullman reservations for the home- 
ward trip. That does not worry us. 
All we have to do is to get the ticket 
agent in the north to wire Duluth for 


reservations the day we start home. 


If we happen to start home on a 
Saturday afternoon, a Sunday, or a 
holiday the ticket agent informs us 
that the Chicago-Duluth railroad 
makes reservations through its ac- 
counting department; and since this 
is a holiday, the accounting depart- 
ment has very sensibly gone fishing; 
and we can ride to Duluth and, with 
but two minutes between trains, we 
can scramble from one station to the 
other, still carrying our own baggage, 
and climb aboard, praying that the 
sleeping car conductor can still give 
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us some space in which to rest our 
weary heads. 


Hus for lack of a few cars of 

cinders, for lack of proper trans- 
fer facilities, and for lack of author- 
izing the Duluth ticket agent to make 
Pullman reservations, several hun- 
dreds of passengers each year are left 
with the sensation that they will never 
again ride that railroad or any other 
if they can find a different mode of 
travel. 

Why do such customer irritations 
exist? Does not the railroad know 
the circumstances? No, as a cor- 
poration, it does not. 

It is true that the engineer, the fire- 
man, the train conductor, the front 
and rear brakemen, the dining car 
steward, the chef, and the four wait- 
ers, the Pullman conductor, and all 
the porters, and the train butcher, all 
know the road is inexcusably dirty. 
But what canthey do? They are 
operating men. Their business is to 
run the train. Of course, they need 
no transfer accommodations at Du- 
luth nor need they make any reser- 
vations, so those two conditions are 
unknown. 

To the division and general super- 
intendents these conditions probably 
appear as inconsiderable picayunes 
among the myriads of more important 


e 


operating details to be provided for. 


HE general passenger agent, who 

might have a word to put in 
edgewise about the treatment of the 
patrons, makes but one trip a year 
over that line and then, possibly after 
a rain storm when the dust is laid. 
Of course, he needs neither transfer 
facilities nor reservations. He'll get 
his berth any time. He never uses 
the road as do the regular passengers. 
The president and the vice presidents 
are far too busy trying to make a 
railroad pay to find out just how they 
have been shoving traffic into the open 
arms of the ever-loving automotive 
industry, despite the thousands of 
dollars’ worth of advertising which 
the passenger traffic department has 
spent describing low rates to beautiful 
vacation playgrounds, Home of the 
Muskey, Land of the Trailing Ar- 
butus. 

There is but one device which will 
enable that railroad or any other 
utility to see itself as its patrons see 
it and so enable it to eradicate those 
mechanical circumstances which at 
present are nullifying the efforts of 
the publicity men. That device is the 
public relations department. It should 
have full authority to enforce its rec- 
ommendations or, at least, specific 
periodic opportunities for bringing 


clung to the notion that their job was to transport men 


q “For more than a century railroad managements have 


and materials. The manner in which the transportation 
was accomplished was of no consequence. John Citizen 
could go by rail if he liked it or he could ride a horse. 

The rails lost their traffic as they deserved to lose it. Now 
they are making phrenetic, costly, and inadequate bids for 


its return.” 
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forward its facts and its suggestions. 


_ the quality of the personnel 
and the method of operation of 
such an ideal department will be 
major influences on its success or 
failure. 

Since many of the recommendations 
for removing unsatisfactory condi- 
tions must be of a mechanical nature, 
which will either cost money or save 
it for the utility, the personnel must 
be of graduate engineers, capable of 
understanding the physical problem to 
be solved and of predicting in some 
considerable degree the practicability 
and economy of a suggested solution. 
For, certainly nothing would more 
quickly discredit the public relations 
department than its urging of some 
change which to the operating or 
mechanical departments is obviously 
unsound. 

Formal education is not enough. 
These men must be schooled in every 
division of the utility organization so 
that they will have first-hand knowl- 
edge of how cars and engines and 
track, electric generators and services 
are constructed and operated, tickets 
sold, and bills made out and collected 
and so be most likely to gain an atti- 
tude which is at once loyal to the 
company and sympathetic with its 
patrons. 


S Ree operation of the department 

should be clear: the field men 
must go forth to use the service ex- 
actly as does the patron. . They must 
travel, use telephones, gas, or elec- 
tricity under the same circumstances 
as does John Q. Citizen and all the 
rest of the city. And then they must 
be capable of making sensible and 
practical suggestions, and more, they 


must bring back to the home office 
whatever evidence is available in or- 
der to make their arguments as force- 
ful as may be. 

The establishment of such an ideal- 
istic public relations department, is, 
of course, no easy matter. The selec- 
tion of the proper personnel and its 
training is a problem in itself. But 
even after it is set up the department 
will probably have rather rough going 
for a time. 

Old heads in any industry resent 
the intrusion of recommendations by 
younger men of another division, they 
do not like to be told how to do their 
work. But this natural prejudice can 
be overcome tactfully by pointing out 
that the public relations department 
in no wise intends to tell anyone how 
to do his work; merely it intends to 
point out certain specific disadvant- 
ages of construction and operation. 


URTHERMORE, if the old-timers 

will realize one thing their resent- 
ment will disappear completely. All 
they need do is to know that the public 
relations department may be able to 
get things for them for which they 
have been clamoring futilely for many 
years! 

The public relations department 
must do as much good for its com- 
pany as it does for the customer or 
the deal might just as well be called 
off. 

When such departments are estab- 
lished, and I am confident they will 
be, no utility need fear public dis- 
approval. But unless they are estab- 
lished there seems good reason for 
expecting that gas, communication, 
water, and electric power services 
may parallel the travesty of trans- 
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portation which we have endured. 

John Citizen will not complain. 
When he becomes displeased with a 
service he takes his patronage else- 
where at the first opportunity. When 
street cars and steam railroads dis- 
pleased him he took very quietly to 
motor busses, automobiles, airplanes, 
and telephones. Electricity has sup- 
planted gas as an illuminant, and in 
many residential and industrial estab- 
lishments, as a fuel. 


is not beyond the realms of pos- 
sibility that electric power may be 
generated in small individual plants 
just as transport is now afforded by 
the individually owned automobile. 
Or if the service companies are not 
actually erased from the American 
picture John may elect to place them 
under government management. 


Whatever may be their ultimate 
destiny one fact is certain, that destiny 
will be controlled by Mr. John Q. 
Citizen. John’s opinion of his service 
is entirely controlled by the utility it- 
self. Inescapably then, the utilities 
control their own destinies. Their 
success or failure in that management 
depends entirely upon their ability to 
see themselves as does John Citizen, 
and their willingness to make them- 
selves acceptable to him. The only 
means whereby they may see them- 
selves dispassionately is the public re- 
lations department. 

Those organizations which estab- 
lish such departments and heed their 
counsels are likely to enjoy long life 
and prosperity. Those who do not 
are liable to become picturesque mem- 
ories, like the stagecoach, the tallow 
candle, and the spinning wheel. 








Government Competition 


HIs Chamber has long advocated that our Federal, state, and local 
governments should refrain from entering any field of business 


which can be successfully conducted by private enterprise. 


Increased 


employment and purchasing power can best be attained by affording 
industry and business every legitimate facility and opportunity to 
pay adequate wages and to earn reasonable profits without competition 
from government agencies. 

Government agencies engaged in competition with private enterprises 
should refrain from every form of unfair competition. Operation 
without knowledge of true costs is on the part of a government 
agency not only unfair to private competitive industry, whether the 
competition is direct or is by comparison, but causes aggravated 
detriment to the public through unjustifiable expenditures and all of 
the evils which result. There should be immediate legislation requir- 
ing governmental agencies engaged in competition with private enter- 
prise to use established cost-accounting methods under all circumstances 
in which they would be used in accordance with the established prac- 


tices of private management. 
—U. S. CHAMBER OF COMMERCE. 
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ectric Industry 
Prepares Its Own New Deal 


An aggressive movement to gain public con- 

fidence, and increase the use of the service 

by new low rate inducements, with attendant 

advantages to both the customers and the 
companies. 


By NEIL M. CLARK 


scientist, Carl Auer, Freiherr von 
Welsbach, discovered two rare 
and practically unpronounceable ele- 
ments, praseodymium and neodym- 
ium; and while exploring a bypath 
on the way to their lair, he invented 
in the same year the very ingenious 
but fragile incandescent gas burner 
which bears his name. In the year 
1934 there are millions who never 
saw a Welsbach mantle and never 
‘ experienced the thrill of destructive 
delight that came when the gas fixture 
was inadvertently bumped and the 
essential oxides crumbled into a thou- 
sand bits of useless ash. Yet those 
millions have much to thank Welsbach 
for. His mantle was a prime factor 
in the growth of the electric industry. 
It was designed, of course, for gas. 
Sitting like a moujik’s tent over an 


[* the year 1885 the Austrian 


ordinary. burner, it converted the 
rather sickly yellow-blue flame into a 
glittering incandescence. In its day 
the Welsbach burner was a mark of 
the well-lighted home, and became so 
popular that the eager but youthful 
electric industry scratched its poll to 
produce something that would give 
equal satisfaction electrically. 

We all know what the result was. 
There were developed in turn the 
tantalum, tungsten, and Mazda lamps, 
each an improvement on its immediate 
predecessor, and so great an improve- 
ment over gas that the latter eventu- 
ally slunk out of the parlor and took 
its faltering stand in the kitchen. 


HE obvious moral is that prog- 
ress thrives on competition—that 
brain cells click best in conflicts. The 
impulse that begets progress is a thing 
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alive, straining to go somebody one 
better; lethargy and inertia are its 
constant threats. The cracker-box 
loafer who watches the trains but 
never goes anywhere himself, is 
merely the victim of a developed 
malady which lies latent in us all. 
Some systems and conditions tend 
to foster lethargy. Others tend to 
discourage it. No known incentive 
more effectively stimulates the im- 
pulse to creative action than some 
personal purpose of the seeker: some 
faith or certainty that by finding a 
better way than has been known, the 
finder will profit. The hope has been 


expressed that a future idealized hu- 
man race may find larger, vaguer, less 
personal incentives a satisfactory sub- 
stitute; but the proof that this will 
ever come to pass is yet to appear. 
All of which, I hasten to point out, 
is by way of introduction to a con- 


sideration of certain facts about the 
electric industry,in the United States 
in this disturbed year, 1934. 


— “Welsbach mantle” of the 
moment might be a little difficult 
to name; there are several eligible 
candidates. But the match that start- 
ed the bonfire, without doubt, was the 
discovery during the depression that 
the stable source of electric business, 
the source which fluctuates less vio- 
lently than any other in response to 
economic ups-and-downs, is the home. 
The industrial load served by the utili- 
ties declined tremendously; the do- 
mestic load also declined, but not so 
tremendously. Along with this dis- 
covery came another suggestive dis- 
covery (or rediscovery with fresh 
emphasis), namely, that the average 
home is using only a fraction of the 


electricity which it might and should. 

Domestic consumption of electricity 
in the United States averages some- 
thing like 600 kilowatt hours per con- 
sumer per year. 


UT in a state like Idaho, where 

60 per cent of those who are 
wired up cook their suppers on electric 
ranges, the average consumption is 
about 1,600 kilowatt hours per con- 
sumer per year; proving, as the spar- 
row said when he showed his wife a 
hen’s egg, that it can be done. Idaho, 
like other western states, has little in- 
dustry. The home has always been 
the big outlet and the companies have 
been compelled to cultivate it. Other 
western states have a similarly high 
domestic load as compared with east- 
ern states, and for the same reason. 
Where the industrial load is heaviest, 
other things being equal, the record 
shows that the domestic load is rela- 
tively low. The point is obvious; 
the companies hitherto have followed 
the line of least resistance. Now, 
however, under the incitement of a 
“Welsbach mantle” complex, even the 
high home use of the western states 
is considered only a step toward pos- 
sible goals. The alert utility execu- 
tive, avoiding abstractions and think- 
ing characteristically in terms of black 
figures vs. red, of dividends vs. defi- 
cits, is saying to himself : 

“If I can do so and so, that will 
double my domestic load. Is it feas- 
ible? Why not? And if it works, 
what will it mean to me?” 


Wu pencil and paper he has been 
figuring it out and has come to 


startling conclusions. He is taking 
striking steps. Progress is afoot in 
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fresh directions. In a dozen years 
or twenty, present statistics of electric 
consumption in the home may seem 
as glum a relic of forgotten days as 
the old-time Welsbach mantle seems 
to the generation now learning to 
drive Dad’s car. Private initiative is 
leading this movement, under the in- 
dividualistic urge of private profit; 
but the chief beneficiary eventually, 
as always, will be the public served. 

The new idea was not fully ener- 
gized earlier for various reasons. 
Mainly, I suppose, because its time 
had not come. Utility operators 
sometimes leaned their elbows on the 
top rail, looked longingly at the po- 
tential load on the other side of the 
family fence, and said to the consum- 
er over there: 

“If you’d use more current, old 
man, I’d make you a cheaper rate.” 

The consumer on his side wiped 
the sweat off his forehead and re- 
plied: “Oh, yeah? Well, if you'd 
make a cheaper rate, I’d use more cur- 
rent.” 

And there the matter rested. They 
chewed timothy and whittled, but 
didn’t get down to a deal. 


HE new movement is aggressive. 
It is going across to the consum- 
er, opening gates as it goes. Not in 
just one or two places, but all over. 
_ The idea is catching. Out in the San 
Joaquin valley of California, for ex- 


ample, they tried a stunt that in other 
days would have given hide-bound 
rate-hounds the jitters. It so hap- 
pened that in April and May, due to 
seasonal high water and decreased 
load, the light and power company 
had excess current going to waste. 

“Let’s give it away—where it will 
do most good,” said an intelligent 
management. 

This was done. Consumers were 
told to use all the electricity they 
wanted—keep the meter clicking at 
capacity all day and all night if they 
wished; but all they would have to 
pay was what they paid in March 
when, presumably, they were going 
around behind Junior turning off 
lights to save money. During this 
two-months’ period, consumers were 
told how they could take advantage 
of additional consumption to qualify 
under a lower rate; and energetic ef- 
forts were put forth to induce them to 
become users of additional kinds of 
electrical equipment. 


7? the idea behind the policy that 
is important here. A cracking of 
invisible barriers to progress. Wil- 
liam James once remarked that a man 
is a mass of habits held together by 
inhibitions, like jelly in a jar; crack a 
few useless inhibitions, he said, and 
there is no telling what a man may 
accomplish with the powers he has. 
A new “Welsbach mantle” has turned 


e 


the off-peak electric load for almost anything it will bring, 


q “It has always been recognized that it is profitable to sell 


but it is only with the advent of the recent drive that 
attention has been focused to any extent on finding ways 
to let the DOMESTIC consumer share in the economies of 
this load.” 
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up; and inhibitions that have held the 
electric industry in their grip are be- 
ing cracked. The leaders are work- 
ing night and day to find ways to get 
the price down so that fam- 
ilies, without being extravagant, can 
use as much electricity as common 
sense shows they could use with com- 
fort and advantage. 

It has always been recognized that 
it is profitable to sell the off-peak elec- 
tric load for almost anything it will 
bring, but it is only with the advent of 
the recent drive that attention has 
been focused to any extent on find- 
ing ways to let the domestic consumer 
share in the economies of this load. 
One of the devices promising most in 
this direction is the electric water 
heater. Operating on a time switch, 
it works very conveniently while the 
customer sleeps—also while the pow- 
er plant is not doing much else for 
him and getting paid accord- 


ingly! 


| gm studies in the Detroit 
Edison Company, made for the 
purpose of discovering just what the 
development of this load would mean 
from the point of view of system in- 
vestment, have shown some very in- 
teresting results. It appears in this 
instance that 50 per cent of the 
residence customers could use these 
off-peak water heaters before any in- 
crease in feeder investment would be 
necessary—that 100 per cent of the 
customers could use them without 
any increase in the secondary cable in- 
vestment—that 13.3 per cent of the 
customers could use them without any 
increase in power-house capacity— 
that where the time switch and meter 
are owned by the company, 44 mills 


per kilowatt hour would cover the 
cost—and that 1 mill per kilowatt 
hour would cover the cost of the ad- 
ditional transformer investment. 

In other words, for a cost to the 
company of only 5} mills per kilo- 
watt hour, at least one customer in 
eight could have off-peak controlled 
water-heating service. Therefore a 
rate to the customer of one cent per 
kilowatt hour for that service is not 
only feasible and practicable, but 
highly desirable. 


D ON the thinking cap! How bring 
the advantage to John Smith 
who lives in the little brick bungalow 
on Maple street three doors from 
Main?—together with the attendant 
advantages that should accrue to the 
company? Extraordinary steps in 
behalf of John Smith and all his 
neighbors are being taken now in 
Middle West Utilities properties un- 
der the incisive leadership of Presi- 
dent D. C. Greene. New rates have 
been announced for what is called 
“full residential service” which may be 
claimed by any customer with an elec- 
tric range. These rates vary a trifle 
in different localities, of course, but 
a description of one will give the idea 
for all. 

It is a quadruple rate; and a double 
meter is used. One meter records all 
use of electricity except for off-peak 
water-heating service ; the extra meter 
takes care of that. Let’s see what the 
application of the rate means to John 
Smith and his friends. 

The initial rate starts at 6} cents 
per kilowatt hour, and the minimum 
bill is $2.50. A customer gets his 
first 40 kilowatt hours each month at 
that rate—and 40 kilowatt hours per 
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New Uses for Electric Power in the Home 


ce HE idea is definitely abroad that the electric industry 

must earn its own new deal, and the leaders are acting 
on that assumption. Down in Mansfield, Ohio, they are setting 
the stage to show how domestic consumers can use not merely 
1,000 or 1,600 kilowatt hours per year, but how they can use 


1,500 kilowatt hours or more PER MONTH. 


They have built 


in that city an experimental house (not a ‘model’ house) that 
is equipped as no house ever was before.” 





month is about the national average 
of domestic consumption at present. 


HE moment the customer starts 

using more, he begins to benefit 
by decidedly lower rates. The entire 
schedule is as follows: 


(a) 64 cents per kw. hr. for the first 40 


kw. hrs. used each month. 
(b) 4 cents per kw. hr. for the next 100 


kw. hrs. used. : 
(c) 2 cents per kw. hr. for all addition- 


al use. 
(d) 1 cent per kw. hr. for off-peak 


controlled water-heating service. 
The electricity used under class (a) 
is ordinarily employed for lighting, 
vacuum cleaning, small appliances, 
radio, washing, etc. That under class 
(b) is generally used for ironing, re- 
frigeration, ventilating fan in kitchen 
or attic, water pump, sun lamps, and 
some cooking. That under class (c) 
is generally used for electric cooking, 
air conditioning, and every other use, 
including yard and porch lights, and 


as many motors of small size as the 
user requires. 

John Smith, beneficiary under the 
new rate scheme, will use more than 
ten times as much electricity as the 
average domestic consumer uses now; 
and his average rate will be just a 
trifle over 2.13 cents per kilowatt 
hour. This all means, as the an- 
nouncement of the rate conservatively 
declares, “a new standard of living 
for . . . familes who wish it.” 


HESE are some of the things that 

are vitally astir; and there are 
others. Many more. Air condition- 
ing as a source of new business is re- 
ceiving intensive consideration at last. 
Mr. Charles E. Michel, sales manager 
of the Union Electric Light and Pow- 
er Company, declares that the equip- 
ment has reached a stage of develop- 
ment, and the market a state of readi- 
ness, “where organized man-power, 
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carefully planned exhibits, and ag- 
gressive advertising will result in 
volume sales of equipment.” The 
idea is definitely abroad that the elec- 
tric industry must earn its own new 
deal, and the leaders are acting on 
that assumption. Down in Mansfield, 
Ohio, they are setting the stage to 
show how domestic consumers can use 
not merely 1,000 or 1,600 kilowatt 
hours per year, but how they can use 
1,500 kilowatt hours or more per 
month. 

They have built in that city an ex- 
perimental house (not a “model” 
house) that is equipped as no house 
ever was before. It is the kind of 
house that John Smith may move in- 
to five or ten years from now if he 
decides to leave the little brick bunga- 
low on Maple street. The new house 
has eight rooms and two stories. It 
is the type of house that would cost 
around $11,000 or $12,000. But this 
year’s last-word residence costing 
$50,000 is nowhere nearly so well 
equipped for complete electrical liv- 
ing as this comparatively modest 
Mansfield home. 


“ES mention only a few of the items 
that make it different, the house 
is equipped with an electrically con- 
trolled “weather room” (replacing 
the furnace room) for the purpose of 
maintaining equable year-round tem- 
peratures. It is equipped to provide 
light in every unlighted nook and 
corner when and if wanted. Open a 
cupboard door anywhere and a light 
comes on inside; the same, too, when- 
ever a closet door is opened. The 
average house today is served by less 
than 30 incandescent lamps; the ex- 
perimental house has 320! 


There is a battery of three electric 
washing machines in the laundry 
room, also an electric ironer and elec- 
trically operated drying ovens which 
automatically cut off the heat when 
the clothes are dry—all designed to 
make wash-day drudgery a memory 
as remote as women’s bustles. The 
electric dishwasher, of course, func- 
tions automatically after it is loaded. 
There are seven radio outlets, so that 
no matter what program your wife 
insists on, you can go to another room 
and hear what you like. 


HERE is an intercommunicating 

“Vocalphone” system to save 
steps and throats—not to mention ear 
drums. There are nineteen built-in 
motors and seventeen telephone out- 
lets. One room has panel heating. 
A specially built electric range has 
the four top units in a row, so 
that cook doesn’t have to reach over 
the pot in which the soup is sim- 
mering in order to stir the carrots 
—a common-sense arrangement that 
we should have enjoyed long ago if 
the inventive brain had been able to 
encompass that imaginative leap a 
little sooner. 

This 87-kilowatt house is designed 
expressly for experiment. As I have 
already said, it is not a “model” house. 
The idea is to discover how much 
electrical equipment John Smith and 
family may be able to use to ad- 
vantage, also what kinds—and thus 
perhaps point some paths which the 
purveyors of power and equipment 
may follow in boosting the number of 
kilowatt hours used in this country’s 
homes. 

It is more than a little significant, 
but only natural, I think, that the lead- 
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ers in these new movements within 
the industry are found in the private 
companies. 


B* contrast, many of the publicly 
owned municipal companies do 
not appear to be aware that anything 
cataclysmic is brewing. If they are 
consciously heading anywhere, it ap- 
pears to be in the opposite direction. 
There are indications of an inclina- 
tion on the part of the municipals to 
dig in if possible on the present rate 
front and hold it—possibly even to 
advance it somewhat. 

In some places, too, there is a ten- 
dency to confuse rate schedules and 
taxes. It would be paradoxical if 
the tax-free municipal utilities should 
now become milkers of the electric- 
ity-using public in order to fill the tax 
bucket! One city has already heard 
and considered a proposal to raise the 
electric rate in order to pay school 
teachers. The slogan of the political- 
ly minded is typically, “whatever it is, 
squeeze it a little harder, and funds 
will seep out.” That this is not a 
creative idea, that it promises very 
little except grief for John Smith, is 
self-evident. 


Rio set-up of publicly owned 
plants does not encourage vigor- 
ous campaigns of any sort, nor the 
straining effort that overcomes in- 
ertia and inaugurates progress. The 
Welsbach mantle in its day was good 


7 


—very good; for the great majority 
of people it was “good enough” and 
they did not ask for anything better 
or foresee that there would ever be 
anything better. I myself have heard 
a man in middle age exclaim concern- 
ing gas light (with a Welsbach man- 
tle) after years of coal-oil lamps: 

“T don’t see how anybody could 
want a better light than that; it’s per- 
fect!” 

Yet that same gentleman today, in 
his old age, after years of education 
and experience in the use of electric- 
ity, would be very reluctant to go back 
to gas, even with an abundance of 
Welsbach mantles. 

The great majority of people ac- 
cept what is “good enough” until 
swept ahead by a directed tide of 
change. The managers of municipal- 
ities, being bossed by the public, are 
particularly responsive to that atti- 
tude. 


NE essential element in the new 

deal that the electric industry is 
carving out for itself is the aggres- 
sive merchandising of the new types 
of equipment. Additional current in 
the quantities contemplated obviously 
implies additional equipment in the 
average home. Now, every merchan- 
diser knows that it is not enough to 
put an improved article (even one 
that will do revolutionary things for 
users) on the shelves or the sales floor 


industry is carving out for itself is the aggressive merchan- 


q “ONE essential element in the new deal that the electric 


dising of the new types of equipment. Additional current 
in the quantities contemplated obviously implies additional 
equipment in the average home.” 
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and tell John Smith it is there for him 
to buy if he wants to. John is not 
that kind of animal. He has to be 
sold. 

The sales message has to be pound- 
ed in not once only, but many times. 
Intensive sales effort of that kind is 
wearing on the seller as well as on 
the prospective purchaser. It can be 
kept up month after month and year 
after year, only if there is a deep well 
of enthusiasm ; and such a well, if it is 
not to run dry, must be fed by the 
living springs of incentive. 

I happen to live in a village that 
has a municipal light plant and a very 
good one. The manager, who is my 
friend, tells me with satisfaction that 
the average domestic consumption of 
electricity here is 1,370 kilowatt hours 
—more than twice the national aver- 
age. 


KNOW that the operation of the 

company is efficient in so far as 
the production and distribution of the 
called-for amounts of current are con- 
cerned. It is one of the very best of 
its kind, for its size. But .. . the 
majority of the residents in this vil- 
lage are rather more well-to-do than 
the average, perhaps better informed 
than the average, perhaps inclined to 
maintain voluntarily, without urging, 
a higher standard of living than the 
average. : 

These facts, I think, account for 
the relatively large amounts of elec- 
tricity used here and these 
facts alone. For in the sixteen years 
I have lived here, neither I nor any 
member of my family has been ap- 
proached a single time, as far as we 
can recall, with any suggestion on the 
part of the village light-plant manage- 


ment that we ought to have an electric 
refrigerator, or an electric range, or a 
few more electri¢ clocks, or any other 
electric gadgets whatsoever. The vil- 
lage sells such equipment. Come and 
get it if you want it. But the only 
intensive selling campaigns we have 
experienced have been those aimed at 
us by outsiders. Perhaps we would 
be using half again as much electricity 
if we had been urged. 


HIs lack of push is characteristic 

of the conditions of municipal 
ownership. In the city of London, as 
everyone knows, after half a century 
of electricity, there are still 27 differ- 
ent voltages, and the use of electricity, 
compared with the average American 
city, is extremely limited. In our own 
country, too, we have illuminating ex- 
amples such as Donaldsville, Louisi- 
ana. They had a municipal light 
plant down there until August, 1929. 
During the last twelve months under 
the old régime, the average residen- 
tial consumer used 204.94 kilowatt 
hours of electricity, and paid 16} 
cents for it. Four years later, under 
private ownership, he was using 839.- 
92 kilowatt hours and paying 5.82 
cents for it. Also, thanks to improve- 
ment in the fiscal situation following 
the sale of the plant, the village was 
able to reduce the tax rate from 114 
mills in 1930 to 94 in 1933. Fur- 
thermore, transmission lines have 
been extended to farms and many new 
customers. 


OHN Smith offhand is not critical. 
He believes what he is told—if 
told hard enough, often enough, and 
with apparent reliability. A stranger 
sat across from John not long ago in 
an east-bound diner, and entered into 
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conversation with him. The stranger 
asked John where he was from, and 
learned that he lived in a state where 
the governor was “going after” the 
utilities with both fists and leather 
lungs. 

“Just what’s he doing?” the strang- 
er asked in apparent ignorance. 

“Oh,” gloated John, “he’s going to 
make ’em come to time all right.” 

He was for the governor hot. Be- 
fore they had finished eating, how- 
ever, the stranger without revealing 
his identity or letting John suspect 
what he was up to, had converted 
him so completely to the opposite view 
that John was berating the governor. 
This may be both fortunate and un- 
fortunate. It suggests well, 
many things. The stranger, as it 
happened, was an extremely alert pub- 
lic-service-company president, under 
private ownership. 


cee it is that John Smith may 
well give thanks that the United 
States uses more electric current al- 
ready than all the rest of the world— 
for the convenience of electrical liv- 
ing is hard to disbelieve in. Certain 
it is, too, that he must give thanks for 
that to the fact that 95 per cent of the 
electric industry in this country is 
privately owned. The two things are 
essentially and integrally related. 
John can be made to understand this 
and to see the inseparable relation 
when he is tackled properly. 

The new deal which the electric in- 
dustry is unrolling for itself needs an 
informed and friendly John Smith, 
just as much as John Smith himself 
needs this new deal if progress is not 
to fall between two chairs, and if the 
country is not to be left permanently 
with the “Welsbach mantles” already 
serving it. 





6¢ | eam. too, are people and are as essential to the successful 


operation of the railroads as is labor. 


The investor has rights 


accorded by law, and has suffered as severely as any other class from 
loss of income throughout the depression and also from terrific de- 
preciation of market values. Investments in railroad securities repre- 
sent the fruits of the past labor of millions of people, whether through 
direct ownership or through possession of insurance policies and 
savings deposits. Many who have passed their working days are 
wholly or in part dependent for the livelihoods of themselves and their 
dependents upon the income which accrues from these securities.” 
—Muirtron W. Harrsion, President, 
Security Owners Association, Inc. 
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Ships on: the Great Lakes 


Despite the rejection by the United States 

Senate of the treaty with Canada, the author 

believes that three uncontroverted facts point 

to the completion of the St. Lawrence Seaway 
in the immediate future.’ 


By HUGH J. HUGHES 


r NueE St. Lawrence Seaway is a 
reality of the immediate future. 
The recent vote in the United 
States Senate, by which that body re- 
jected the Seaway Treaty with Canada 
in its present form, postpones but does 
not defeat the seaway. 

All that the Senate vote did was 
to raise the immediate question of 
whether the seaway is to be built un- 
der joint agreement between and by 
the joint action of the United States 
and Canada, or whether Canada alone 
is to have the honor of finishing the 
gigantic improvement that has been 
under way for more than a century 
and that now approaches completion. 
This assertion is based on three facts, 
no one of which has been controverted 
by those who seek to delay union of 
the Great Lakes with the Atlantic. 
~ ‘1 For a discussion of “Economic Objections 
to the St. Lawrence Waterway Project” by 


Howard B. Wilson, see Pusiic UriLities 
= laaaaaale February 15 and March 1, 


Fact No. 1. The seaway is an 
engineering possibility. 

Fact No. 2. The cost of the sea- 
way will be inconsiderable as com- 
pared to its benefits. 


Fact No. 3. The seaway is nec- 
essary to the well-being of both na- 
tions interested in its development. 


= the fact that Montreal, 
situated nearly midway between 
the open ocean and the upper Great 
Lakes, is the second greatest seaport 
on the North American continent, and 
consider the equally significant fact 
that the Great Lakes themselves carry 
a commerce exceeding in tonnage that 
of any similar body of water in the 
world. Now imagine, as you easily 
can, an open navigation passage be- 
tween these two active commercial 
pools, and imagine still further that 
such a passage is mot used for the 
purposes of commerce. Your judg- 
ment will tell you at once that such 
a condition is impossible. There 
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would be an active flow of commerce 
going and coming between the two 
commercial areas. 


N°” that is exactly what is hap- 
pening at the present time, in 
so far as the restricted channels of 
the St. Lawrence—the canals going 
around the rapids in the river above 
Montreal—permit. These canals, be- 
gun sixty years ago, admitting only 
ships of less than 2,000 tons, are busy 
beyond their rated capacity. They 
demonstrate beyond any question the 
demand and the necessity for a mod- 
ern ocean road between the Great 
Lakes commercial area on the one 
hand, and the Atlantic commercial 
area on the other. 

The stable character of the flow of 
the St. Lawrence, its freedom from 
silt and from floods, the solid founda- 
tions upon which the artificial struc- 
tures necessary to the seaway may be 
built, all favor that type of construc- 
tion which has been selected after the 
joint engineering studies of the two 
nations had been made. The findings 
of the engineers concur in the observa- 
tions of the most casual traveler, that 
the best possible method of improve- 
ment is to use the deep and broad 
St. Lawrence itself in so far as such 
use is possible. 

Dams flung across the river at those 
‘ points where the rapids occur would 
transform it into a series of long, 
narrow, deep, and still lakes where 
navigation could proceed with a mini- 
mum of delay, while at the same time 
these dams would release hydroelec- 
tric energy of the highest value to 
the industries of the northeastern 
United States and the adjacent region 
within Canada. 


fie total amount of this hydro- 
electric horsepower available on 
the St. Lawrence from Lake Ontario 
to Montreal is some five million, of 
which there is approximately three 
million below the international border 
and so entirely under the control and 
disposition of Canada herself. With 
that potential power the United States 
has nothing whatever to do by treaty 
or otherwise. 

The hydroelectric power in which 
the United States is interested is the 
2,200,000 horsepower which may be 
developed along the international bor- 
der below Lake Ontario and above the 
point where the border leaves the river 
at the northern boundary of New 
York. This 2,200,000 horsepower is 
divisible in equal parts between the 
United States and Canada and is the 
only power mentioned in the treaty, or 
with which the United States is at all 
concerned. 

The public mind has been badly con- 
fused by the failure of opponents of 
the St. Lawrence Seaway to discuss 
intelligently and clearly these proprie- 
tary rights in the power that may be 
developed by the navigation and power 
improvement of the river. 


Py ang is already developing one 
huge block of power at the Sou- 
langes Rapids above Montreal. An- 
other block of power that belongs 
wholly to Canada is that which exists 
at the Lachine Rapids. This latter will 
probably not come into use for many 
years to come and is not a part of 
the seaway program. The develop- 
ment at the Soulanges materially ad- 
vances the seaway by creating a 
navigable pool surmounting the rapids 
and requiring only the building of 
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locks and approaches to make that 
all-Canadian section navigable. 


6 Bin-w treaty agreement provides for 
the equal division of power in the 
section of the river along which the 
international border runs and for two 
dams that will both create power and 
furnish navigation of the best possible 
sort. 

The 1,100,000 horsepower, which 
by this division of property rights in 
the hydroelectric development belongs 
to the United States, is, by agreement 
between the Federal government and 


the state of New York, the property - 


of the latter as user upon compensa- 
tion to the United States for the costs 
incident to power development. Such 
costs have been agreed upon at $89,- 
000,000. These include dams and 
substructures, but not the superstruc- 
tures nor the power distribution lines. 
This $89,000,000 is to be subtracted 
from the American half of the total 
expenditure necessary to the develop- 
ment of the seaway. 


HE total cost estimate of the en- 

gineers, based upon construction 
costs as of 1925 when such costs were 
at their peak, is in round numbers 
$543,000,000, and that part assumed 
by the United States is $272,000,000. 
This sum takes into consideration and 
provides for a new lock at the “Soo” 
together with the necessary deepening 
of the Great Lakes connecting chan- 


nels at Lake St. Clair and in the De- 
troit river. 


AKING into account the sums that 
have already been expended to- 
wards these ends, there is left some- 
thing less than $170,000,000 still to 
be invested by the United States in 
order to complete her share of the 
entire seaway undertaking. This is 
exclusive of necessary harbor im- 
provements at such harbors in the 
Great Lakes as may be approved by 
the War Department for further port 
development. The amount which will 
be devoted to this further work of 
harbor improvement within the Great 
Lakes area is estimated by the en- 
gineers at $25,000,000, but is not 
properly to be included as an essential 
part of the seaway itself any more 
than the improvement of a side road 
is a part of the legitimate cost of the 
building of the main highway. 
Allowing it, however, for purposes 
of argument and comparison, we have 
a total of less than $200,000,000 
United States expenditure in order to 
provide a major ocean highway that 
lengthens the coast of the United 
States by 3,500 miles and that, ac- 
cording to the report of the Inter- 
departmental Committee made to the 
Senate in the early days of 1934, 
will give annual benefits to the agri- 
culture and industry of the nation at 
large in excess of $70,000,000 per 
year. 


e 


Great Lakes and those of the Atlantic and the outside world 


q “DIRECT ocean communication between the ports of the 


will enable mid-continental industry to catch its stride with 


the return of business recovery, and this will stimulate all 
production throughout the nation, regardless of location.” 
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These figures, carefully determined 
after fifteen years of engineering, 
survey, and economic consideration, 
are in answer to the speculative and 
unreliable assertions that the seaway 
will cost the American public more 
than one billion dollars, and that the 
benefits to be derived from it are neg- 
ligible. 


HE alternative engineering plan, 
based upon the presumption that 
the United States declines to accept 
the opportunity to share equally in the 
building and in the use of the seaway 
development, would be for Canada 
alone to build a canal on the northern 
shore of the St. Lawrence river from 
a point above the international rapids 
to a point below the international 
border, and so secure to herself for 
all time complete control of the navi- 
gation of the St. Lawrence. Nature 
denies to us the privilege of doing the 
same thing on the American side. 
Canada, having built this canal with 
her own money on her own territory, 
would be within her rights if she de- 
nounced the treaty of 1909, whereby 
the existing Canadian canals are used 
by citizens of the United States with- 
out payment of tolls. By placing tolls 
on the Welland and St. Lawrence 
canals, Canada could recoup herself 
for her canal building expenditures 
and the tolls paid by foreign com- 
merce, chiefly American, would en- 
tail upon such American commerce, 
whether agricultural or industrial, a 
handicap amounting per ton to what- 
ever tolls might be levied. Upon the 
most considerate basis, such tolls 
would give to Canadian agricultural 
products, and Canadian manufactured 
products as well, a distinct advantage 
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in all foreign markets where the two 
nations must or would in the future 
meet as competitors. This would im- 
pose upon those particular American 
industries using the seaway a per- 
petual handicap from which we could 
free ourselves only by belatedly under- 
taking to compensate Canada for do- 
ing that which we now are invited 
to do voluntarily and with common 
advantage to both nations. 


HE opposition to the seaway has 

made much of the argument that 
the benefits, whatever they may be, 
are local. It is easy to establish the 
truth, which is directly to the con- 
trary. The benefits of all ocean trans- 
portation extend way beyond the ports 
where such transportation ends. 

The St. Lawrence Seaway taps the 
greatest agricultural and the second 
greatest industrial area on the Ameri- 
can continent. Tributary to the Great 
Lakes are forty-five million people 
and two fifths of the wealth, the pro- 
duction, and the consumption of the 
nation. The transportation handicap 
under which this area has been de- 
veloped was greatly increased by the 
building of the Panama canal and the 
building of the Panama canal has 
proved itself to be a benefit when the 
nation as a whole is considered. By 
building the St. Lawrence Seaway the 
nation restores the economic balance 
heretofore existing between the in- 
terior and the coasts, and sets free 
those energies that have been stagnat- 
ing since the close of the World War. 
Direct ocean communication between 
the ports of the Great Lakes and those 
of the Atlantic and the outside world 
will enable mid-continental industry 
to catch its stride with the return of 
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Wealth Producers’ Interest in the 
St. Lawrence Seaway 


6e HE wealth producers of the nation, 
whether the wheat grower of the North- 
west or the citrus grower of the Pacific coast 
or the cotton grower of the South or the 
tobacco grower of the Atlantic coast 
are directly, intimately, personally concerned 
in the opening up of America’s great fourth 
coast and in the bringing of the Atlantic 1,500 
miles closer to the heart of American agricul- 


tural production.” 








business recovery, and this will stimu- 
late all production throughout the na- 
tion, regardless of lqcation. 


NE does not have to be an econ- 
omist to understand that when 
two fifths of the national production 
machinery is moving at slow speed, 
and that when two fifths of the con- 
sumers of the nation are buying on 
a restricted basis, no part of the na- 
tion can escape from such stagnating 
influence. Two fifths of the national 
consumption of cotton, two fifths of 
the national consumption of fruits 
and vegetables grown in the South 
and far West, two fifths of the nation- 
al market for the manufactured goods 
of New England, two fifths of the 
home market for the products and 
export commodities of every state in 
the Union are directly and seriously 
affected by whatever retards the 
wealth-producing power and the com- 
mercial activities of that region which 
is adjacent to the Great Lakes-St. 
Lawrence Seaway. 
The seaway, therefore, becomes a 
matter of national concern and imme- 


diate importance to every industry of 
every state within the Union, as well 
as to Canada. Its beneficial effects 
can no more be restricted to Great 
Lakes’ ports than can be the beneficial 
effects of our great harbors on the 
Atlantic and Pacific coasts. 

And by the same token, the claim 
of the opposition that the railroads 
will suffer from the building of the 
seaway is ‘obviously untrue. What- 
ever stirs the commercial activities of 
the Great Lakes region will contribute 
car loadings and car shipments beyond 
these ports, throughout the entire 
Union. 


AS a case in point, it may be cited 
that the growing of citrus fruits, 
a comparatively new industry in the 
United States, is intimately associated 
with the buying power of that vast 
industrial and agricultural population 
north of the Ohio and Missouri rivers. 
Such instances of benefits accruing to 
regions far distant from the Great 
Lakes themselves could be cited for 
every state in the Union and for every 
commodity within that state. How 
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the railroads can escape sharing in 
these benefits that must come through 
the interchange of commodities of 
all kinds, those who profess that the 
railroads will be injured perhaps may 
be able to answer. 


ig like manner, those who oppose 
the seaway because they profess to 
see in it danger to the Mississippi 
river barge system forget that whether 
the seaway is built or not this nation 
cannot allow the impairment of the 
navigation of the Great Lakes to exist ; 
nor can it be expected that Canada 
will allow, without serious protest, 
the abstraction of water from these 
lakes for the purpose of development 
of hydroelectric power in the Illinois 
for the benefit of the guasi public in- 
terest of the sanitary district of Chi- 
cago. 

The Supreme Court of the United 
States has denied such use when the 
issue was one drawn between the 
other Great Lakes’ states and the sani- 
tary district and the state of Illinois 
as defendants. What the Supreme 
Court declares to be a wrong done to 
these states by such unlimited water 
abstraction will not be considered a 
right when done to Canada by the 
United States. 


HE Supreme Court decision, by 

which water abstraction at Chi- 
cago is limited to the needs of navi- 
gation, is a fair basis upon which to 
make an agreement between the two 
nations. More than three times the 
water necessary to low stage naviga- 
tion in the Ohio is permitted under the 
treaty to be taken from Lake Michi- 
gan for purposes of navigation in the 
Illinois. This is inclusive of the water 
drawn for sanitary purposes, some 
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1,700 cubic feet per second, and of 
the additional 1,500 cubic feet per 
second mentioned in the treaty. But 
this 1,500 cubic feet per second, men- 
tioned in the treaty, being figured upon 
an annual basis, may be so drawn that 
reserves can be built up for times of 
need, and the amount drawn at any 
given moment may be greatly in ex- 
cess of 1,500 cubic feet per second, 
according to the seasonal requirements 
of the river for 9-foot navigation pur- 
poses. Control dams, such as now 
exist in the Ohio, can take care of this 
flow and make it ample for all future 
needs. 

The claim that the United States 
under the treaty loses its sovereignty 
to Lake Michigan is a mere pretext 
of the opposition. Any student of 
the language of the treaties of 1871, 
1909, and the current treaty, knows 
better. All these treaties, especially 
that of 1871 wherein the United 
States secured full navigation rights 
in the St. Lawrence, use language that 
is unmistakable as to intent and mean- 
ing. The right to use the waters men- 
tioned, inclusive in the treaty of 1932 
of the water of Lake Michigan, is a 
right restricted to navigation alone, 
subject to the laws and regulations of 
either nation. No question whatever 
of sovereignty is involved any more 
than there is a question of our grant- 
ing sovereignty to a foreign nation 
when we permit ships to enter the 
harbors of New York, Boston, New 
Orleans, or Seattle. 


HE nub of the situation is this: 
The building of the seaway is 
opposed by special interests that self- 
ishly imagine that their stocks and 
bonds will not immediately be made 















os fw 


us Pe oe hCUr 


w 


srs Vv owes 


Tw vue ewwes wFwweteeethUMWwWTThrhlCUMDWlClChOlUCUChCUD CO! 


—™ So = 


We ee 


s>— oe hm 











more profitable. The hydroelectric 
interests fear for the dividends of 
their stockholders. The railroads of 
the East fear the loss of an immediate 
heavy-duty tonnage that by every re- 
sponsible study made is indicated will 
not occur without replacement by a 
better paying tonnage of lighter and 
more remunerative freight. The ports 
of the Atlantic and of the Gulf, strong 
in their continued opposition, fail to 
recognize the fact that the wealth and 
the production of this nation is not 
static but inclined to expand and that 
such expansion is the only. hope we 
have of a national recovery that is 
genuine and permanent. 

The wealth producers of the nation, 
whether the wheat .grower of the 
Northwest or the citrus grower of the 
Pacific coast or the cotton grower of 
the South or the tobacco grower of 
the Atlantic coast (these merely as 
examples) are directly, intimately, 
personally concerned in the opening 
up of America’s great fourth coast 
and in the bringing of the Atlantic 
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1,500 miles closer to the heart of 
American agricultural production. 

Those who are in any way con- 
cerned in the supplying of those ma- 
terials that enter into mid-western 
manufacture or in the distribution of 
such factory products are likewise in- 
timately and personally concerned in 
the early undertaking and completion 
of the seaway. 


._- and this includes railroad 
labor that has bitterly opposed 
the seaway, has a like direct and af- 
firmative interest in seaway comple- 
tion at the earliest possible date. 

The seaway will be built! There 
only remains for us to decide whether 
we, now possessing navigation rights 
in the St. Lawrence, now having free 
use of the Welland canal, now shar- 
ing with Canada the common use of 
this natural highway, shall go forward 
with our sister nation and do our 
share in completing a job that will be 
helpful to both for all the ages to 
come. 








COW BY should a piece of land carved out of farms to permit the 
passage of a railroad be taxed, and a similar piece carved out 
for the purpose of a highway not be taxed? The second issue relates 
to the problem of economic parity in the matter of transportation. 
If highway real estate property is untaxed while the railroads and 
pipe lines are taxed, the latter are to that extent clearly placed at a 
competitive disadvantage. This may mean that traffic is diverted 
from one agency to another, not because of greater transportation 
efficiency but simply because of unequal tax burdens.” 


—Harotp G. Mouton, 


President, The Brookings Institution. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Bertrand H. SNELL 
U. S. Representative from 
New York. 


WENDELL L. WILLKIE 
President, The Commonwealth & 
Southern Corporation. 


Harry G. TAYLor 
Chairman, Western Association of 
Railway Executives. 


JosepH B. Eastman 
Federal Coérdinator of Trans- 
portation. 


Pump Casot 
Professor. 


Frank D. CoMERFORD 
President, New England Power 
Association. 


Wu Rocers 
Humorist. 


James P. WARBURG 
Former financial adviser to the 
President. 


Davin E. LILientTHAL 
Director and General Counsel, 
Tennessee Valley Authority. 


—MOonTAIGNE 


“The period of emergency is over.” 


* 
“The electric utility industry has more than 5,000,000 
security holders.” 


¥ 


“The railroads alone could handle today all the pas- 
sengers and freight offered for transportation.” 


¥ 


“When the government takes over private property 
it invariably pays a fair price and usually more than 
the property is worth.” 


“The politician, like other experts, suffers from the 
defects of his virtue, being intensely sensitive to public 
opinion and prone to act hastily.” 


¥ 


“We believe the time has come when the holders 
of our securities must actively interest themselves in 
the protection of their property.” 


¥ 


“The Philippines voted on whether they wanted free- 
dom or not. They were in favor of it till they sent a 
commission over here and saw what it was. Then they 
were in doubt.” 


¥ 


“T cannot help feeling that the average citizen, who 
knows just as little about politics as I do, would feel 
a lot happier if he knew a little more about our ultimate 
objectives—even if he disagreed with some of them.” 


¥ 


“Public policy and business policy point to the utility 
industry as a principal repository of the conservatively 
invested funds of the country. The industry has all 
the characteristics which should commend it to the 
conservative investor.” 
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THE UTILITIES’ QUEST FOR 


The Good of Good Will 


An asset which the author believes to be more 
valuable to the companies than their physical 


properties. 


How the favorable opinion of the 


public may be gained or lost. 


By MONROE WORTHINGTON 


| | TILITIES are “on the spot.” 
Alert managers are feverishly 
studying plans to escape the 
greatest danger which has ever faced 
the enterprises they direct. The dan- 
ger lies not in drouth, or in the high 
price of coal, or in any of the ordi- 
nary business and technical problems 
which constantly arise. The danger 
is far more mysterious, far more men- 
acing. It is, of course, prejudiced and 
misinformed public opinion. 
Properly guided, public opinion is 
a dynamic force which translates it- 
self into greater profits and an as- 
sured future for the utilities. Im- 
properly guided, or ignored, it is a 
senseless and dread force which will 
destroy the agencies which serve the 
country, and persecute their builders. 
Today, all able utility men recog- 
nize these self-evident facts. Had 
they recognized them a few years ago, 
and acted in the proper manner, they 
would have saved many a headache 
today. But the fact that they did not 


do so is in no sense to their discredit, 
for public opinion had not then gained 
the impetus which now makes it a 
thing of more than potential peril. 

At the same time, the public utility 
executive who ignores present condi- 
tions, and seeks to combat misguided 
public opinion with the clumsy weap- 
ons of the past, will not be an execu- 
tive five years hence. He will be a 
man with a past. 


UPPOSE we consider some of the 
essentials of effective public rela- 
tionships. Their application, modi- 
fied to meet peculiar local situations, 
will do much to screen the public util- 
ities from the hostile legislation and 
unjustified rate fights which now 
sweep the entire nation. 
The engineering mind usually has 
a vast contempt for any inexact sci~ 
ence. The engineer knows that a giv- 
en number of pounds of coal, of a 
given B.T.U. value, if ignited in a 
furnace of suitable type, can be de- 


329 








Remarkable Remarks 





“There never was in the world two opinions alike.” 


Bertranp H. SNELL 
U. S. Representative from 
New York. 


WeENDELL L. WILLKIE 
President, The Commonwealth & 
Southern Corporation. 


Harry G. TAyYLor 
Chairman, Western Association of 
Railway Executives. 


JosepH B. EastMan 
Federal Coérdinator of Trans- 
portation. 


Pup Casor 
Professor. 


Frank D. CoMERFORD 
President, New England Power 
Association. 


Wit Rocers 
Humorist. 


James P. WaARBURG 
Former financial adviser to the 
President. 


Davin E. LirienTHAL 
Director and General Counsel, 
Tennessee Valley Authority. 


— MONTAIGNE 


“The period of emergency is over.” 


~ 
“The electric utility industry has more than 5,000,000 
security holders.” 


* 


“The railroads alone could handle today all the pas- 
sengers and freight offered for transportation.” 


¥ 


“When the government takes over private property 
it invariably pays a fair price and usually more than 
the property is worth.” 


> 


“The politician, like other experts, suffers from the 
defects of his virtue, being intensely sensitive to public 
opinion and prone to act hastily.” 


¥ 


“We believe the time has come when the holders 
of our securities must actively interest themselves in 
the protection of their property.” 


¥ 


“The Philippines voted on whether they wanted free- 
dom or not. They were in favor of it till they sent a 
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were in doubt.” 
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“IT cannot help feeling that the average citizen, who 
knows just as little about politics as I do, would feel 
a lot happier if he knew a little more about our ultimate 
objectives—even if he disagreed with some of them.” 
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“Public policy and business policy point to the utility 
industry as a principal repository of the conservatively 
invested funds of the country. The industry has all 
the characteristics which should commend it to the 
conservative investor.” 
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The Good of Good Will 


An asset which the author believes to be more 
valuable to the companies than their physical 


properties. 


How the favorable opinion of the 


public may be gained or lost. 


By MONROE WORTHINGTON 


| | TILITIES are “on the spot.” 
Alert managers are feverishly 
studying plans to escape the 
greatest danger which has ever faced 
the enterprises they direct. The dan- 
ger lies not in drouth, or in the high 
price of coal, or in any of the ordi- 
nary business and technical problems 
which constantly arise. The danger 
is far more mysterious, far more men- 
acing. It is, of course, prejudiced and 
misinformed public opinion. 
Properly guided, public opinion is 
a dynamic force which translates it- 
self into greater profits and an as- 
sured future for the utilities. Im- 
properly guided, or ignored, it is a 
senseless and dread force which will 
destroy the agencies which serve the 
country, and persecute their builders. 
Today, all able utility men recog- 
nize these self-evident facts. Had 
they recognized them a few years ago, 
and acted in the proper manner, they 
would have saved many a headache 
today. But the fact that they did not 


do so is in no sense to their discredit, 
for public opinion had not then gained 
the impetus which now makes it a 
thing of more than potential peril. 

At the same time, the public utility 
executive who ignores present condi- 
tions, and seeks to combat misguided 
public opinion with the clumsy weap- 
ons of the past, will not be an execu- 
tive five years hence. He will be a 
man with a past. 


UPPOSE we consider some of the 
essentials of effective public rela- 
tionships. Their application, modi- 
fied to meet peculiar local situations, 
will do much to screen the public util- 
ities from the hostile legislation and 
unjustified rate fights which now 
sweep the entire nation. 
The engineering mind usually has 
a vast contempt for any inexact sci~ 
ence. The engineer knows that a giv- 
en number of pounds of coal, of a 
given B.T.U. value, if ignited in a 
furnace of suitable type, can be de- 
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pended on to create a given number 
of pounds of steam at a given pres- 
sure, which will produce a given num- 
ber of kilowatt hours of electricity, 
at stated cycle, voltage, and frequen- 
cy, with the power factor of the dis- 
tribution system at an observed aver- 
age. The engineer knows that all 
these variables, and many more, ex- 
ist. He allows for them. He knows 
that a power plant of good efficiency 
will create a net output of one kilo- 
watt hour, say, for each pound of 
Pocahontas coal consumed. 

The same engineer, risen to execu- 
tive capacity because of undoubted 
ability, orders a page advertisement 
in a local newspaper. The copy is 
quickly or carelessly written, or is cre- 
ated with the pride of stockholders in 
mind, rather than the reaction of the 
general consumer public. The other 
inexact but predictable variables are 
ignored. And the engineer-executive 
is disappointed because no perceptible 
change is apparent in public opinion; 
because legislators still advocate re- 
strictive and harmful legislation. 


Wwe this same engineer expect 
to create 10,000 kilowatt hours 
of electricity by burning a ton of slate- 
filled coal? He would not. Neither 
would he attempt to cut out his own 
appendix. But he does prescribe for 
his company’s consumer ills, with the 
legitimate profits on an investment of 
millions of dollars at stake. 

Perhaps he does not understand the 
real value of good will. Let us scan 
the words of Owen D. Young, chair- 
man of the board of General Electric, 
who is undoubtedly as familiar with 
utility problems as virtually any man 
in the world, for utilities have been 


his chief customers for many years. 

“Everyone has bad mornings, hates 
to hear the telephone ring, or to see 
the office door open,” confesses Mr. 
Young, who continues: “I beg of you, 
gentlemen, when next you meet such 
a morning, take a stick of dynamite 
and blow up one of our plants. But 
do not take it out on a customer of 
General Electric. We can replace the 
plant you have destroyed ; we know its 
value; we have a reserve from which 
we can rebuild. But we cannot meas- 
ure the good will you have destroyed, 
and we can never know if we have re- 
placed it.” 

So, if a crisis arises when good will 
is in danger, when the public is clam- 
oring for a scapegoat, when sales drop 
and unwelcome and unjustified com- 
petition threatens, call in a specialist; 
not a quack who would prescribe 
pills for appendicitis; not a humorist 
who would suggest wooden legs as a 
sure cure for chigger bites; rather, a 
real specialist in public relations. 


A SPECIALIST should be called who 
also knows the power business. 
They may come 
high. But their services may be re- 


Such men are rare. 


garded as profit insurance. A $100,- 
000,000 power system will pay a fire 
insurance premium of perhaps $200,- 
000 a year. Why not pay a tenth of 
that sum for profit insurance, since 
good will is so much more elusive, 
so much more susceptible to destruc- 
tion, than a brick building is to fire 
damage? 

To continue the unwelcome com- 
parison of the utilities as the “sick 
man of American business,” here are 
a few “health hints” which will help 
the “patient,” if a specialist is not at 
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hand upon whom to call for aid. 

When the public becomes inflamed 
against a utility, the mewspapers 
oftentimes reflect that attitude. An 
advertising campaign, using paid 
newspaper space and radio time, 
seems to be the only way to inform 
the public. But if the public gets the 
idea that the advertisements are a sub- 
sidy to the newspaper, the effect will 
be damaging. 

Some statements which must be 
avoided, if the campaign is to be ef- 
fective, are listed below: 

Avoid unsupported statement that 
the rates have been voluntarily de- 
creased so many times during the past 
blank term of years. The ordinary 
reader looks with suspicion on such 
a statement, believing that the com- 
pany was actually forced to cut the 
rates, or that increases in other rates 
more than compensated for the stated 
decreases, or that the profits from op- 
erations are still immense. 


a addressing all advertising to 
stockholders and their friends 
and associates. Frequently these 
stockholders are friendly, anyway. 
Their attitude is likely to be in favor 
of private initiative, as such a sys- 
tem has been kind to them. Many ad- 
vertisements, on the other hand, 
should be addressed to the “forgotten 
man,” who uses small quantities of 
electricity, but who has a vote, just 


e 


the same, and who is particularly sus- 
ceptible to the appeal of the dema- 
gogue. 

Avoid too technical writing, unless 
the terms are clearly understood by 
the ordinary reader. Like a plague, 
shun news stories which sound as 
though they had been written in the 
shadow of a power house; which sug- 
gest they may have been subsidized ; 
which use honey-sweet words credit- 
ing all virtues and no evils to the util- 
ity, no matter how well these words 
may be deserved. Such stories are 
poison. They are dynamite. They 
defeat their own purpose, and put the 
bludgeon of sarcasm and satire in 
reach of the unthinking but suspicious 
reader. 


Pipes and __ professional 
prominent men will assail you, 
without cause, to enhance their own 
glory. Turn the other cheek. Or, if 
you cannot command the necessary 
meekness to obey this biblical injunc- 
tion—neither can we—at any rate 
avoid too overt opposition to minor 
municipal and other candidates for of- 
fice whose attitude is feared. 

In the first place, the candidate 
may be elected, and will naturally be 
vindicative. Your opposition may 
furnish him with the very weapon he 
requires to win the necessary number 
of votes. If, on the other hand, he 
is defeated, cries will arise that the 


which translates itself into greater profits and an assured 


q “PROPERLY guided, public opinion is a dynamic force 


future for the utilities. 


Improperly guided, or ignored, 
it is a senseless and dread force which will destroy the 
agencies which serve the country, and persecute thew 
builders.” 
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utilities used unworthy tactics to 
bring about the defeat, and must 
therefore be involved in iniquitous 
practices, which make them afraid of 
an “honest, fearless man of the peo- 
ple.” 

If the candidate is elected, even as- 
suming he is a true demagogue, the 
people will gradually come to realize 
this. After all, good service does 
create, eventually, the consciousness 
of friendship. And the courts may be 
relied on to render just decisions, 
when and if the local situation reaches 
the point where virtual confiscation of 
property is proposed. 

Perhaps your candidate merely 
wishes to win a little prominence for 
himself. If treated in a friendly man- 
ner, but not too friendly, and if fur- 
nished with the real facts in a situa- 
tion, he may turn out to be a stanch 
friend. 


B=: in your talks, or in the adver- 
tising campaign previously men- 
tioned, or in publicity stories, avoid 
presenting the company in the role of 


a philanthropist. Belief in Santa 
Claus is a beautiful thing. But 
grown-ups would ridicule the one who 
tried to wear Santa’s garb, every day 
of the year, and seriously try to per- 
suade them to believe in the actual 
physical existence of the grand old 
saint. In other words, when a utility 
points to some large expenditure and 
suggests it is a philanthropy rather 
than an investment from which even- 
tual dividends are expected, the pub- 
lic will stick their tongues in their 
cheeks—or worse. 

While the honor of being president 
of the local chamber of commerce, or 
chairman of the charity drive, should 


not always be turned down by utility 
officials, they would do well to sense 
an antagonism which almost invaria- 
bly exists toward trade bodies, and 
toward the man whose name heads 
every subscription list—an antago- 
nism felt most of all, perhaps, by the 
beneficiaries of the charity. Accept- 
ance of a really deserved honor, like 
presidency of a chamber of commerce 
which has an enviable record of civic 
achievement, leadership, and indus- 
trial promotion, oftentimes leads to 
the cry of utility domination; with the 
consequent refusal of lesser business 
men to support the trade bodies with 
their memberships and attendance. 


HAT Can you say in your adver- 

tising, then? It depends on just 
what your objective is. Analyze that 
first, decide just what class of people 
you wish to address. 

A series of advertisements or in- 
formatory news articles might be 
written about the way electricity is 
made and sold. In such a series, be- 
gin at the meter, for the meter touch- 
es the life of every customer. Many 
people have an abiding disfaith in me- 
ters. Only recently a prominent and 
prosperous business man expressed 
the belief that his meter was “biased” 
—to use a mild term—in favor of the 
utility. Asked why he did not have 
the public service commission test it, 
he expressed disbelief in their probity. 
And this suggests another error to 
avoid: Do not justify your conduct, 
your profits, etc., by pointing to a de- 
cision of the public service commis- 
sion; its members are generally un- 
popular even with the people whose 
interests they conscientiously and un- 
sleepingly guard. 
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Advertising to Meet Attacks against Utilities 
"a \ THEN the public becomes inflamed against a utility, the 


newspapers oftentimes reflect that attitude. 


An ad- 


vertising campaign, using paid newspaper space and radio 


time, seems to be the only way to inform the public. 


But if 


the public gets the idga that the advertisements are a subsidy 
to the newspaper, thé effect will be damaging.” 





The story of the first meters would 
be of interest. Edison’s electrolytic 
meter could be explained and pictured. 
His name is magic yet and doubtless 
will be for many a year. Perhaps as 
long as our civilization persists. 


M2 people would like to know 
how to read a meter. Let them 
know. An understandable explana- 
tion, while difficult, will not be impos- 
sible, especially if it is illustrated. 

Many other people would like to 
know why, in words of one syllable, 
their bills are larger in winter than in 
summer. 

The next of the series could pic- 
ture, and explain, a transformer. Try 
to avoid use of the term “lines of 
force.” A simple statement of ratio 
of turns in primary and secondary, 
with an explanation that electricity is 
turned to magnetism and _ then 
changed back to electricity is enough. 
Voltage can be compared to pressure 
ina pipe. This is “old stuff” to your 
engineer but is fascinating to many a 


customer. And as interest increases, 
suspicion will die and utilization will 
go up. 

If voltage regulators are employed 
to prevent the old-time flicker in lights, 
run a picture of one of them. West- 
inghouse or General Electric will glad- 
ly furnish an engraving. And point 
out that the old municipal system, 
without engineering skill, and with- 
out resources, was not a satisfactory 
or reliable source of power. 


pence or later the question of su- 
perpower will come up. Do not 
Show it as a 
method which decreases the cost, and 
increases the reliability of service. 
Tell of the ownership of the systems 


hesitate to explain it. 


with which yours connects. If the 
same holding company has an interest 
in, or controls, one of your neighbors, 
do not be afraid to admit it. Your 
politicians know it anyway. And an 
unabashed public admission of the 
facts, as a commonplace of little im- 
portance, will take away any future 
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“dynamite” in this situation. As you 
explain superpower the average man 
in the street will turn with friendly 
eyes to the high steel towers which 
support connecting lines; the image 
of the wires as elongated tentacles of 
a power octupus will vanish like the 
chimeras and goblins of childhood. 

Another series might well deal with 
the men whose efforts light your 
homes. Biographical sketches and 
pictures of metermen, of turbine at- 
tendants, of “new business” managers. 
The president or manager of the util- 
ity is generally known anyway. And 
no one feels the same impulse to 
snowball an overall-clad man as they 
feel toward a silk-hatted tycoon. 


HESE sketchy words have been 

confined largely to the electric in- 
dustry, for the telephone industry has 
largely perfected a most successful 
publicity policy, which has prevented 
many a difficulty in the past, and will 
minimize any danger of present-day 


agitation; and the water systems of 
American cities are much more fre- 
quently operated by municipalities 
than are electric companies. The re- 
marks apply, with suitable modifica- 
tions, to privately owned water sys- 
tems, to independent phone companies, 
to gas companies, to district heating 
plants, to all those splendid agencies 
which add to the convenience of life 
in America today. 

If you, Mr. Utility President, are 
not troubled with hostile legislation, 
you can still profit greatly by a proper 
publicity and advertising policy. For, 
no matter how well situated you may 
be, you should welcome larger sales 
particularly if they come at off-peak 
hours. And the proper advertising 
and merchandising campaign will 
bring about this profit-creating result. 

But in picking your public relations 
expert, be sure to get one who is de- 
pendable, who is ethical—and who is 
engineer trained. 





Curious Items about the Carriers 


Cuass I railroads carried during 1933, exclusive of commuter traffic, 


150,841,000 passengers. 
328,780,000 passengers. 


* 


Intercity busses in the same period carried 


* 


Some 42,000 miles of Class I carriers, or approximately one sixth 
of the total operated railroad mileage, is in the hands of receivers or 
has applied for reorganization under the Federal Bankruptcy Act 


of 1933. 
* 


* 


Accorpinc to C. D. Morris, of the Western Railways’ Committee 
on Public Relations, 3,328 miles of railroad were abandoned in the 
United States in 1932 and 1933. 

That is more than the total railway mileage-of any one of 13 of the 
48 states. 

‘ The mileage abandoned in 1933 alone was equal to the total abandon- 


ment during 1926, 1927, and 1928. 


It was greater than the mileage 


abandoned in any year in history prior to 1932, with a single exception. 
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What Others Think 





A Scientist Speaks on Paternalistic 
Government 


ITHIN the last few years, especial- 
ly since the Federal Trade inves- 
tigation of power utilities has been go- 
ing on, public utilities have labored un- 
der a stigma of disability in defending 
themselves against the serious and con- 
stant charges by a comparatiyely small 
but most articulate opposition. Any- 
thing that public utility executives or 
security holders had to say in defense 
was often discounted as “selfish propa- 
ganda” by the liberals without consider- 
ation of the argument on its merits. 
Further than this, anything that any- 
one else, not obviously interested in pri- 
vately owned utilites, said in their favor 
was inconsiderately placed on the sus- 
pect list for similar disability. But when 
Dr. Robert A. Millikan, president of 
California Institute of Technology, 
ranked with such outstanding scientific 
minds as Dr. Einstein and Abbe Le- 
Maitre, opens his lips against “govern- 
ment operation of everything” and su- 
per-paternalism in government, the op- 
position must listen. Dr. Millikan’s 
record as a disinterested observer and a 
high priest of pure science, commands 
an audience. He, at least, cannot be dis- 
missed as a propagandist. 

Outlining the “American Dream” as 
the hope this country may always re- 
main a land of freedom and opportun- 
ity, Dr. Millikan in a radio address over 
the facilities of the National Broadcast- 
ing Company severely condemned inter- 
ference by the government with private 
initiative. He declared his belief that 
government should be “regulatory” but 
not “operative” and that government op- 
eration of any industry requiring indi- 
vidual initiative would prove inefficient 
in the long run. Using the term “state- 


ism” to include socialism, communism, 
and all other attempts at government 
participation in industry, he said the re- 
sult often led to dictatorship. 


D* MILLIKAN pointed out that sci- 
ence has, by slow and patient 
struggle, freed mankind from the fet- 
ters of ignorance of the past ages. He 
recalled that the most intelligent type of 
men of antiquity, such as the hero of 
Virgil’s 4neid, are depicted as careful- 
ly studying the entrails of sacrificed ani- 
mals for omens and portents to guide 
each important decision of their lives. 
From this thralldom of the superstitious 
past, the light of science has steadily 
developed the character and enlightened 
the mind of the individual until today 
the humblest citizen is free;—free in 
his use of his intellectual powers, un- 
shackled from fear in the exercise of 
his will. 

Yet, just when science has about won 
this hard-earned victory for the indi- 
vidual, has builded his character to the 
point of enjoying the fruits of true free- 
dom, along comes a paternalistic gov- 
ernment and threatens to undo much of 
the educative work which science has 
accomplished. Paternalistic government 
tends to break down this character, to 
demoralize the individual and reduce 
him to the social status of a-child, if not 
that of a slave. 

Dr. Millikan stated: 


Freedom of speech and of the press are 
our most priceless heritage, to be most 
sacredly guarded. In many parts of the 
world today the tendency to return to bullet 
government is so strong that there is real 
danger that we are being infected by it. 


Some call it communism, some socialism, 
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some something else, but I will use the 
broad term stateism to include this whole 
tendency toward the government’s owner- 
ship and operation of everything, this whole 
movement that weakens self reliance, dis- 
courages private initiative, diminishes op- 
portunity, stimulates bonus marches, veter- 
ans’ rackets, even teachers’ Federal lobbies 
(I admit it with shame). 

A nation is made great by the wide 
distribution of power and opportunity 
among its citizens, not by the concentration 
of it either in the hands of necessarily 
politically minded elected officials, or in the 
hands of despots. 

The end of too much stateism is inevitably 
the breakdown of both the character of a 
people and the effectiveness of its govern- 
ment. For according to all experience, the 
government service is relatively inefficient 
when conducted at its best and when it is 
too heavily loaded down with functions 
which the government should not be per- 
forming, it becomes hopelessly so. With its 
breakdown comes inevitably the rise of the 
dictator. This has actually happened in 
Italy, Russia, Germany, and Austria, all of 
which have lost their liberties and have 
returned to the method of the Pharoahs. 


| = pena Broun, nationally known 
newspaper columnist, was quick 
to reply to Dr. Millikan. Mr. Broun 
addressed himself more to Dr. Milli- 
kan’s qualifications to speak on subjects 
affecting political economy. Mr. Broun 
stated : 


It seems to me a pity that the scientific 
mind should so often be a commodity which 
research men leave behind them in the 
laboratory when they step out to speak to 
their fellows. Dr. Robert A. Millikan, 
who won a Nobel prize in physics, took 
to the air in San Francisco yesterday and 
illustrated painfully how foolish a specialist 
may appear when he deserts his own field 
to talk about something concerning which 
he is but meagerly informed. Dr. Millikan’s 
theme was private initiative and govern- 
mental interference. In the course of his 
discussion he fell into the gross error of 
comparing the average income of the 
American worker with that of men in other 
countries in terms of dollars. A man who 
has been trained for years in the use of 
precise instruments and nice-calculations did 
not scruple to leap completely the relative 
purchasing power of the sums he mentioned. 


M r. Broun found considerable fault 

with Dr. Millikan’s literary style, 
particularly on the score of overlong 
sentences. He believes, apparently, that 
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one must be skilled in literary compo- 
sition to command serious attention as 
a speaker on subjects of economy, for 
he stated: 


It seems to me that Dr. Millikan’s sloppy 
writing is an indication of sloppy thinking. 
For instance I think his conception of edu- 
cation as a cash and carry proposition is 
hardly in tune with the highest ideals of 
learning. Dr. Millikan, if his words mean 
anything in particular, would furnish educa- 
tion only to those capable of making a 
material return to the community equal 
to the cost of the education. But he does 
not suggest what coins are to be used as 
tokens. Is the philosopher worthy of his 
hire? Can the poet be said to have recom- 
pensed the sovereign state of California with 
a sonnet? Does the alma mater of Upton 
Sinclair list him in the black or the red 
side of the ledger? It seems as if Dr. 
Millikan and myself just don’t belong in 
the lecturing business. I went back to 
columning and I advise the good doctor 
to return to his laboratory and engage 
himself in the problem of how many feet 
a professor of physics falls in the first 
second of a stuffy speech on politics and 
economics. 


All of which has little to do with 
the merits of the subject Dr. Millikan 
was discussing. Just why a lifetime of 
scientific study should disable one from 
speaking intelligently upon the ideals of 
American economy is not clear. Mr. 
Broun has frequently commended the 
ardent pacifist sentiments of Dr. Milli- 
kan’s famous colleague in science—Dr. 
Einstein. But by the same line of rea- 
soning what should Dr. Einstein know 
about militarism or such mundane af- 
fairs? It would seem that Mr. Broun 
does not regard purely academic learn- 
ing as a disqualification in all instances. 


N a similar vein an editorial was pub- 
lished in the Washington, (D. C.) 
Daily News, which follows in part: 


Dr. Robert A. Millikan as a_ political 
scientist is a very good physicist. Doubt- 
less this is the reaction of many to his 
speech praising private initiative and damn- 
ing government interference. It is easy 
enough to laugh down this expert stumbling 
around outside his own field. But that is 
not enough. For Dr. Millikan’s mental 
confusion is typical of a great many other 
sincere but ill-informed Americans. 

All of us want private initiative, but 
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yale . 2 =_— 


The Washington (D. C) 
“YESSIR, US BOYS OUGHT 


when the other fellow’s initiative runs to 
speeding on the wrong side of the road 
we call loudly for government interference 
in the form of traffic control. That inter- 
ference often becomes irksome to us, but 
we accept it as the price of survival. So 
the farmer wants freedom of initiative to 
plant as he pleases, the business man to 
run his company as he desires, the investor 
to take a flyer in his favorite stock. But 
when the free farmer cannot meet the 
mortgage, when the business man’s market 
vanishes, when the investor finds the entire 
securities structure upset, these rugged in- 
dividualists cry for government help. 


In addition to being more argument- 


TO ENDOW THIS GUY!” 


um ad hominem, this editorial further 
assumes that Dr. Millikan is opposed to 
government regulation as well as opera- 
tion—an assumption hardly warranted 
by a careful reading of the address. 


M™ deserving of attention was the 
reply to Dr. Millikan’s address 
by Monsignor John A. Ryan, director 
of the National Catholic Welfare Coun- 


cil. Father Ryan wastes little space 
sneering at Dr. Millikan for presuming 
to venture outside of his own field but 
he does find fault with the doctor’s se- 
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lection of reading material for an ap- 
proach to modern economic problems. 
Herbert Spencer’s “Coming Slavery” 
for instance, referred to by Dr. Milli- 
kan as an authority, is, in the opinion 
of Father Ryan, quite obsolete. He 
fears also that Dr. Millikan has been 
mislead by what he deems fallacious 
and exploded psuedo principles such as 
“The proper function of the state is 
generally regulatory, not operative.” 
Said Father Ryan: 


If it were true, the Federal government 
should forthwith hand over the post office 
to “private initiative’ and the municipal 
governments should sell their waterworks 
systems to efficient private corporations. 

The Federal government is beginning the 
operation of electric power systems in or- 
der to prevent by competition the extor- 
tionate practices of privately owned systems. 
Dr. Millikan is naive enough to think that 
all such extortion can be prevented by 
government regulation. Pope Pius XI is 
more realistic, for he says that “certain 
forms of property must be reserved to the 
state, since they carry with them an oppor- 
tunity of domination too great to be left 
to private individuals without injury to the 
community at large.” 

Dr. Millikan wants the American citizen 
to have the “freedom and opportunity” to 
obtain as much power and influence as he 
can achieve through his own character, in- 
dustry, and capacity. As every competent 
student of our history knows, the “capaci- 
ties” which have lifted a large proportion 
of our industrialists to the seats of the 
mightly have included cunning, ruthlessness, 
greed extortion, and oppression. 

These, and these only, are the kinds of 
“freedom and opportunity” which the New 
Deal is striving to restrain. All his talk 
about communism, socialism, stateism is en- 
tirely irrelevant to the policies of our pres- 
ent national administration. 


ATHER Ryan assumes that Dr. Mil- 
likan’s principle against govern- 
ment operation is demolished by his sug- 
gestion that it would require private op- 
eration of the post office; but some 
might ask how do we know that private 
postal operation would not be more ef- 
ficient? It has never been tried. Nei- 
‘ther, for that matter, has governmental 
regulation been given a truly free hand. 
When we study the appropriations al- 
lowed our state utility commissions, the 
political atmosphere in which many of 


them must work, and then consider the 
statutory duties they are supposed to 
perform, we may ponder a new appli- 
cation of Lord Macauley’s famous re- 
mark: “How can we say Christianity 
has failed—it has never really been 
tried !” 

Without affirming or denying the in- 
fallibility of the Papal Encyclical but 
using the learned words of Pope Pius 
XI for what they may be worth, some 
may well wonder by what right Father 
Ryan assumes that the Holy Father’s 
remark concerning the justification of 
governmental interference in “forms of 
property” which “carry with them an 
opportunity of domination too great to 
be left to private individuals” applies 
only to such enterprises as the electric 
power business. For that matter, Dr. 
Harry Laidler of Columbia University 
and other liberal economists have made 
surveys of other businesses than utility 
business, wherein it appears that mo- 
nopoly is much more complete and the 
“opportunity of domination” is there- 
fore much more likely than in the elec- 
tric power business, which is becoming 
increasingly competitive. And if all 
these other businesses, such as camera 
manufacturing, steel and aluminum 
production, etc., are proper subjects for 
governmental operation under the prin- 
ciple laid down by Pius XI is that not a 
situation very nearly approaching com- 
munism, or socialism, stateism, or what- 
have-you? Are Dr. Millikan’s remarks, 
then, really so irrelevant? 


eBoy questions are merely raised, 
not answered. Father Ryan un- 
doubtedly has many good answers for 
them, and Dr. Millikan interesting re- 
buttal. That is the most promising fea- 
ture about the whole incident—that two 
reputable intellects should join issue on 
the merits of the problem. It is unfor- 
tunate that there are not many Dr. Mil- 
likans and many Father Ryans to carry 
through on as high a plane discussion 
on this most important controversy 
which has too long been bedeviled on 
the one hand by demagoguery and on 
the other by self-serving declarations to 
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the profound obfuscation of the aver- 
age American layman. 
—F. X. W. 


Excess GovERNMENT May Spor THE AmERI- 
cAN Dream. Radio address by Dr. Robert 
A. Millikan. National Broadcasting Com- 
pany, Blue Network. August 6, 1934. 


Eprrortac. Washington (D. C.) Daily News. 
August 8, 1934. 


Dr. Mittrkan Versus Pore Pius XI. By 
Monsignor John A. Ryan. Washington 
(D. C.) Daily News. August 11, 1934. 


Ir Szems To Me. By Heywood Broun. New 
York Telegram. August 7, 1934. 





The British Electric Gridiron 


ce a broom sweeps clean,” is 

the old saying that makes some 
Americans wonder whether the govern- 
ment operation of public utility service 
can sustain managerial efficiency over 
a period of years. The zeal and skill 
of Mr. Lilienthal in the exercise of his 
duties as power director of the Tennes- 
see Valley Authority within the brief 
period of a few months has won ad- 
miration for his ability. The sturdy 
refusal of Chairman Morgan to permit 
spoils system politics to get into the vast 
TVA construction program has won 
just respect. So on down the line in 


the personnel of our first major Federal 


utility operation. But will it last over 
a period of years, or will it eventually 
follow the deficit route of our other 
governmental experimental operations, 
such as toll state banks, railroads, rec- 
lamation projects, and merchant ma- 
rine shipping? 

No answer can be vouchsafed for 
this question until TVA celebrates a 
few more birthdays, and other Federal 
power projects have swung into regu- 
lar operation for a considerable period. 
But we can gaze across the sea to see 
how Great Britain is coming along with 
her Central Electricity Board which has 
now celebrated its eighth birthday. 
C.E.B., as the board is generally called 
in England, is in many respects more 
comparable to our own power ex- 
periment in the Tennessee valley than 
the more generally discussed Ontario 
Hydro Commission. C.E.B. was creat- 
ed in a country already equipped with 
many distribution stations. Its job was 
to rationalize and codrdinate these ex- 
isting services in the interest of general 


efficiency and economy and to stimulate 
further rural and suburban electrifica- 
tion. A similar task is facing the TVA. 


U is not surprising to learn that TVA 
officials are keenly interested in the 
British practice and that Mr. Lilienthal 
during this summer made a trip across 
the Atlantic for the principle purpose 
of studying the C.E.B. as well as the 
more recently created Shannon River 
Development in the Irish Free State. 
Shortly before his departure from the 
United States on this voyage Mr. 
Lilienthal stated : 


As in the Tennessee valley, decentraliza- 
tion is one of the principle objectives and 
actual results have already appeared in 
this direction, Lilienthal says concerning 
the English system. 

Under the British Grid System, they have 
a combination of publicly owned and pri- 
vately owned enterprises with the national 
government owning all transmission lines 
and making arrangements with public and 
private enterprises so as to unify the power 
supply and thus utilize it in the most effi- 
cient way. 

In its governmental status and financial 
operations, the Central Electric Board is 
closely comparable to the Tennessee Valley 
Authority. The board is an independent 
agency, standing on its own, with a separate 
budget, separate issuance of securities, and 
is free from usual governmental procedure. 


Some months previous to that Mr. 
Lilienthal in an address at Atlanta visu- 
alized a national power system in 
America. It may be that as chairman 
of the President’s new Power Policy 
Committee Mr. Lilienthal is seriously 
considering the feasibility of intercon- 
necting all the major power plants in 
America along the lines accomplished 
by the British “grid” system. All of 
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ONCERNING the application of the 
C.E.B. experiment to our own 
problems, the author states: 


which makes the C.E.B. an object of 
special interest to Americans at this 
time. 


Y coincidence, a few days before 

Mr. Lilienthal sailed for England, 
the August issue of Journal of Land & 
Public Utility Economics published the 
first of a series of three instalments by 
Melvin G. de Chazeau on the rationali- 
zation of electricity supply in Great 
Britain. The data for this study was 
gathered while Mr. de Chazeau was a 
Fellow of the Social Science Research 
Council. At present he is Associate 
Professor of Commerce at the Univer- 
sity of Virginia. Mr. de Chazeau ob- 
tained his facts obviously from the per- 
sonnel of the C.E.B. and for that rea- 
son it is very sympathetic to the pres- 
ent set-up but the article is nevertheless 
quite enlightening and no attempt is 
made to minimize or suppress mistakes 
and setbacks which happened from time 
to time during the history of the C.E.B. 
to date. 

The C.E.B. was established in 1926 
as a compromise between public and 
private ownership after the absolute 
failure of a statutory attempt in 1919 
to bring about rationalization of the 
English power system by voluntary co- 
6peration of the operators of the vari- 
ous local electric systems at that time. 
The necessity for such rationalization 
of the power supply is described by Mr. 
de Chazeau: 


While private enterprise in the United 
States was gradually absorbing isolated 
plants into more efficient systems based up- 
on the central station, the British electric 
supply industry was stagnating. The 
British prejudice for municipal ownership 
of public utilities not only sequestered the 
choice areas of electric development but 
also blocked the evolution of more efficient 
operating systems by private enterprise, 
first through provisions for the purchase of 
company properties by local authorities, 
and second through impediments to the de- 
velopment of bulk supplies by power com- 
panies. By 1918 the necessity for new leg- 
islation had been urged by three important 
commissions after analyses of the existing 
situation. Their recommendations provid- 
ed the basis for the Electricity (Supply) 
Act, 1919. 


At a time when Americans are becoming 
intensely skeptical of the soundness and 
feasibility of our “solution” of the public 
utility problem—namely, private ownership 
and operation of utility properties subject 
to the regulation of state or national com- 
missions—Great Britain has developed a 
unique compromise between private prop- 
erty and government control which should 
be of interest to every student of social 
control of industry in this country. The 
British plan is premised upon the assump- 
tion that the era of the isolated generating 
station is past. This is not new. We are 
familiar with wide interconnection of gen- 
erating stations in the United States un- 
der the egis of holding companies; and 
economies attributable to such systems need 
not be recounted here. What is new for 
us is that the British scheme provides for 
the control of generation and transmission 
of energy up to the point of the main 
distribution substations. . ‘ 

In contrast to American regulatory 
practice, social control is thus applied at 
the source of supply. The gargantuan task 
of fixing price to the ultimate consumer, 
with little knowledge and less control of 
operating costs and system economies, is 
avoided. The development of intercon- 
nected systems in which the dominating 
considerations have been too often financial 
advantage rather than operating efficiency, 
is precluded. Economies which may be ob- 
tained through load concentration upon the 
most economical sources of supply are 
made available to the consumer, instead of 
being absorbed in excessive holding com- 
pany profits or made to vanish in intricate 
intercompany _ transactions. Generation 
and transmission are divorced from distri- 
bution, and private enterprise is restricted 
to the latter. Private property but not 
private control is suffered in generation, 
although under limitations of return 
amounting to use at cost. The grid is 
both owned and operated by a public cor- 
poration. Free private management is re- 
stricted to the field of distribution under 
circumstances (accurately determined cost 
of energy in bulk at the point of supply) 
which permit an enlightened scrutiny of 
its activities. This particular compromise 
between public and private ownership and 
management is what is meant by “the 
British plan.” 


XPLAINING the “grid,” Mr. de 
Chazeau says that it was construct- 

ed and is owned by the C.E.B., a non- 
profit-making corporation which de- 
termines the operating program and di- 
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rects the operations of (but does not 
run) the generating stations which have 
been selected for use on the basis of 
their efficiency. C.E.B. may also con- 
tract for energy from private stations 
outside the system. The most efficient 
generating stations are interconnected 
by a superpower network of primary 
transmission lines and this high-tension 
transmission system is known as the 
grid. 

Contrary to American experience— 
the gradual evolution of a super-power 
system upon a pay-as-you-go basis, the 
national grid was super-imposed upon 
the British electricity supply industry 
within the brief space of six years, at 
a cost that would not permit profitable 
operation for a period estimated at ten 
years. This means that C.E.B. is now 
an unprofitable operating project. The 
author raises the question: “Would it 
have been more economical to bring 
the grid into operation piecemeal ?” 
After considerable discussion he con- 
cludes that the “whole piece” grid con- 
struction was justified. 


ONCERNING the financing of C.E.B., 
Mr. de Chazeau tells us: 


With no revenue account, without Treas- 
ury guaranty of principal or interest, the 
C.E.B. has financed the construction of 
the grid and the change of frequency, to 
date, by the issue of £43,000,000 par value, 
nonvoting electricity stock, at an average 
cost of 5.132 per cent. The lack of a 


Lenn guaranty has undoubtedly had 
some upon the cost of capital and 
may have restricted the 7 market 
for securities. But the effect must not be 
overestimated for by refusing to avail it- 
self of the privilege, its right to such a 
guaranty upon stock already issued is not 
given up. In case of need it may yet fall 
back upon the Treasury. Meanwhile, it 
has preserved its independence from po- 
litical interference through a government 
department, and retained complete free- 
dom of action in the negotiation of 
temporary agreements and other financial 
arrangements. Only in this way can it in 
fact, as well as in theory, act as a true 
representative of the electric supply in- 
dustry as a whole. 

In view of the considerations above, it 
is no mean achievement that the final cost 
of the grid, discounting for necessary al- 
terations in the system as compared with 
the original proposals of the electricity 
commissioners, will exceed the estimate by 
no more than 24 per cent. 


to fifth annual report of C.E.B. 
estimates the total cost at £26,700,- 
000, not including the cost of standard- 
ization of frequency which was estimat- 
ed in 1926 to be not over £10,500,000, 
but is now expected to attain in the 
neighborhood of £20,000,000. Appar- 
ently government cost estimates are just 
as bad in England as they have been 
in the United States. 
—F. X. W. 


Exectriciry Suppty tn Great Britain. By 
Melvin G. de Chazeau. Journal of Land 
o Public Utility Economics. August, 
1934. 





Old King Coal 


te National Coal Association early 
in August, stunned by the prospect 
of increasing displacement of coal usage 
by the large amount of power to be 
made available from the various Fed- 
eral hydro projects now under construc- 
tion, as well as from the operations of 
the Tennessee Valley Authority, called 
the administration’s power development 
schemes “social folly and economic 
waste” and urged that they be halted. 

In an interesting pamphlet the asso- 
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Calls for a Halt 


ciation pointed out that existing power 
plants can produce nearly twice as 
much electricity as the nation consumes 
and that the administration’s program 
will add 19 billion kilowatt hours a year 
to the potential output, thereby giving 
the country facilities for turning out 
three times as much electricity as it 
now uses. The association maintains 
that the program, if completed, would 
be disastrous to the coal industry and 
that every million tons of coal displaced 
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Chicago Tribune 


BE DAMMED 


in the Tennesse valley or elsewhere will 
result in the elimination of 20,000 car- 
loads of coal, 400 trains of 50 cars 
each, and an elimination of the em- 
ployees required to operate them, and 
the loss of $1,000,000 in the pay en- 
velopes of mine employees throughout 
the country. 


fers describing the cost and output 
of the various Federal hydro- 
power projects and purporting to de- 
scribe the socialistic aims of advocates 
for the government water-power devel- 
opment, the association’s booklet stated 
with respect to the Tennessee Valley 
Authority’s power operations: 
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The Tennessee valley abounds in low 
cost coal in unlimited quantity. The cost 
of generating hydroelectric power in the 
valley is relatively high—some engineers 
have estimated that TVA power will be 
the most costly hydro power ever developed. 
These factors combine to give a heavy 
advantage to the use of coal in any cost 
comparison of steam power and water 
power in the TVA area. 

The cost of electricity from a steam plant 
is compounded of interest and sinking-fund 
charges on a relatively small capital invest- 
ment plus fuel and operation charges. 

The cost of water-power electricity is 
compounded of interest and sinking-fund 
charges on a huge capital investment in 
plant and transmission lines plus operating 
charges. 

It is easy to talk about falling water 
power costing nothing—about great natural 
resources of water power waitirfg to be 
harnessed to run everything in the land, 
but all this ignores the fact that the “har- 
nessing” costs fabulous sums. 

Couple modern efficiency of steam plants 
in producing electricity with an abundant 
supply of cheap coal and current losses of 
long-distance electric transmission, and the 
steam plant is the most economical almost 
every time. 

TVA hydroelectric power, wholly irre- 
spective of the rate at which it may be 
sold to the public, is certain to cost more 
per kilowatt to generate than equivalent 
steam-generated power there. There is no 
escape from that fact. 


HE bulletin includes a map of the 

United States in which is depicted 
the location, operating scope, cost, and 
capacity of the various Federal power 
projects authorized or proposed. Pub- 
lication of the coal association’s pam- 
phlet was not immediately recognized 
officially by the administration ; that is 
to say, no form of reply by any high 
official of the administration appeared. 
There was a prompt denial, however, 
of the soundness of the association’s 
position by many daily newspapers 
which have generally supported the ad- 
ministration’s water-power program. 
The Washington, (D. C.) Daily News 
(Scripps-Howard) editorially stated : 


In its outburst against the Federal 
water-power program, the National Coal 
Association commands progress to stay its 
hand lest it reduce the profits of the coal 
industry. 

It is strange, indeed, that coal has not 


learned its lesson. In a brief seventy-five 
years, the infant oil industry has driven 
coal to the wall. Yet coal still rails at 
competition instead of meeting it. 

But, say the coal men, this is unfair 
competition, because taxpayers’ money will 
be used to subsidize the government water- 
power program. That is a mere supposi- 
tion. The government says that the power 
projects are to be run on a self-sustaining 
basis. Proof must wait. 

The Tennessee Valley Authority isn’t 
sound, it is charged, because there is no 
demand for its additional power. In order 
for the TVA to succeed, the power de- 
mand in the territory it serves would have 
to increase 34 times, says the coal associa- 
tion. The answer is that in Tupelo, Miss., 
the first TVA town, power consumption 
more than doubled in the first few months 
of cheap rates. 


fe News also criticized the asso- 
ciation’s statement that “electric 
energy can be generated at less cost in 
modern efficient steam plants than in 
hydro plants.” The editorial stated : 


If so, why doesn’t the coal industry do 
something about it? Why does it allow 
this vast potential market to remain unde- 
veloped. Why doesn’t the coal industry 
construct giant central steam generating 
plants at the mines, and market the cheap 
power by long-distance transmission? 

The rivers, owned by all the people, 
have been wasting energy. Coal, owned by 
a few people, has been hoarding its energy 
in the ground. Now, our government has 
decided to harness the energy of the rivers. 
Why shouldn’t the few people who own 
the mines bring the energy of coal out of 
hoarding ? 

The people demand and will get cheap 
power to wash the dishes, cook the meals, 
make the ice, sweep the floors, pump the 
wells, milk the cows, cool the air in sum- 
mer and heat it in winter. 

Progress is on the march; it does not 
stop to bury its dead. There was once a 
great wagon industry and a great canal 
boat industry. If King Coal wants to keep 
his throne, he should get busy. 


HAT the coal industry is de- 

termined, however, to follow up 
its campaign against the Federal water- 
power program was seen in a letter by 
George J. Leahy, chairman of the Na- 
tional Job Saving and Investment Pro- 
tection Bureau for the Coal Industry, 
to presidents of 275 chambers of com- 
merce in the state of Illinois. Mr. 
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Leahy pointed out that “no business 
house in the nation is exempt from the 
danger of competition from the very 
government it pays taxes to support.” 
He appealed for support of the associa- 
tion’s campaign to those interested in 
preserving the independence of other 
lines of private business by observing 
that private electric companies and coal 
companies are not alone threatened. 
Mr. Leahy went on to state: 


Now we find the government preparing 
for the manufacture of cement, pottery, 
starch, and other goods. It has authority 
to deal in real estate and securities and to 
borrow and loan money. Through a sub- 
sidiary the TVA is prepared to finance in- 
stalment sales of electrical appliances. 
Further it has arbitrarily established the 
prices at which these items shall be sold, 
and manufacturers know that if they do 
not conform to orders they are likely to 
find the government erecting plants to 
manufacture them itself. Under such cir- 
cumstances can the producers of automo- 
biles, furniture, or any other articles feel 
safe from federally financed competition? 

The coal industry, both miners and mine 
owners, has organized to fight any further 
development of great hydroelectric projects 
such as the TVA. When this huge enter- 
prise is in operation the existing utility 
plants will cease to generate their own elec- 
tricity, an important market for coal will 
be destroyed and thousands of miners and 
others engaged in the production or 
handling of this coal will be thrown out of 
work and onto relief rolls to be supported 
at public expense. 


Mz of the liberal newspapers 
criticizing the campaign of the 
coal industry took the position that we 
should not be moved to halt in the path 
of progress by the complaints of some 
unfortunate industry whose business 
has been rendered obsolete by modern 
methods. The Columbia (S. C.) Rec- 
ord’s editorial in part as follows is 
typical : 


The logic of this, however, is the logic 
of suicide. The development of the coal 
industry, now giving employment to 600,- 
000 men (and but a short time ago blamed 
for the damage done by its use of child 
labor), itself represented the inevitable de- 
struction of other businesses that preceded 
it. And the answer is not, as the coal mine 
spokesmen propose, to call a halt on 
progress and change, but to find a way of 
using the new power and the new methods 
that may be developed. 


Tue Facts ABOUT THE BILLION DOLLAR 
Water Power DEVELOPMENT OF THE FEp- 
ERAL GOVERNMENT. Pamphlet. National 
Coal Association. Southern Building, 
Washington, D. C. August, 1934. 


King Coat Comprains. Editorial. The 
Washington Daily News. August 13, 1934. 


CoMMUNICATIONS TO CHAMBERS OF Com- 
merce. George J. Leahy. The Wall 
Street Journal. August 8, 1934. 

Nor tHE Sorution. Editorial. Columbia 
Record. July 21, 1934. 





Other Articles Worth Reading 


Farr Pray 1n Inpriana. By W. A. Layman. 
Electrical World. June 30, 1934. 

KwNoxvitL—E ComproMIsE. Business Week. 
July 28, 1934. 

LITERATURE OF THE New Dear. (A reference 
list of books on contemporary government. ) 
By John J. — National Municipal 
Review. 1934. 

More OF THE TVA. The Financial World. 
August 8, 1934. 

MunicipAL OWNERSHIP Fever Epssinc. The 
Financial World. August 8, 1934. 


Tue Artictes oF Procress. By Garet Gar- 
rett. The Saturday Evening Post. July 28, 
1934. 


Tue Rarroap PASSENGER CAMPAIGN. The 
Traffic World. August 4, 1934 


TVA Can’r Stop. Business Week. June 30, 
1934. 


VaLiey CAMPAIGN. Time. July 30, 1934. 


We Swatiow CAMELS BuT REBEL AT GNATS. 
Forbes. July 1, 





344 





p- S e  ane 


ers 
the 
we 
ath 
me 
ess 


M- 
all 


bia 











The March of Events 





Administration’s Power 
Program Attacked 


HAT business interests other than private- 

ly owned electric utilities will not take 
kindly to the administration’s ambitious 
plans for water-power development was in- 
dicated in the publication by the National 
Coal Association of a booklet setting forth 
numerous facts and figures showing the ef- 
fect of power development on the coal in- 
dustry, the railroads, and other activities. 

Another attack directed mainly at the Ten- 
nessee Valley Authority was issued in the 
form of a statement by the president of the 
National Retail Dry Goods Association, pro- 
testing against alleged unfair competition by 
the Tennessee Valley Authority with retail 
business in the manufacture and sale of elec- 
tric appliances. 

In the Federal District Court of Birming- 
ham coal and ice interests have started ac- 
tion to prevent direct utility operations by 
the TVA and to restrain the appliance sales 
program of the Electric Home and Farm 
Authority. 

Meanwhile, the National Coal Association 
responded to a recent suggestion by Ten- 
nessee Valley Authority officials that the coal 
industry codperate in a joint effort to find 
new uses for soft coal being displaced by 
newly developed hydroelectric power by ask- 
ing that the TVA ascertain and advise the 
public of the relative cost of hydro generat- 
ed power in the Tennessee valley area, and 
the relative cost of the Authority’s total pow- 
er program if developed by steam plants in 
the coal fields of Alabama and Tennessee. 


* 
New Deal Shuffle 


HE entire set-up of government agencies 

charged with duties connected with elec- 
tric power activities is approaching a degree 
of coérdination as a result of establishment 
of the National Resources Board, created 
in July by President Roosevelt to supplant 
the National Planning Board. The new Na- 
tional Resources Board is organizing a 
systematic basis for a thorough study of the 
nation’s resources. Its technical committee, 
established by order of the President, has 
been divided into six sections: land, water, 
power, mineral, industrial, transportation. 
The PWA Mississippi Valley Committee, 
headed by Morris L. Cooke, was taken over 
to constitute the water section, and Mr. Cooke 
continues as chairman of that group. The 


power section has not yet been organized, but 
it was regarded in some quarters as likely 
that the President’s recently appointed Na- 
tional Power Policy Committee will be called 
upon to serve in that capacity. The trans- 
portation section has not been organized, but 
it is believed that Coédrdinator Eastman will 
be called upon. Forty states have set up 
local boards to codperate. 

Meantime, the Federal Power Commission 
has again broadened the scope of its investi- 
gational work. A report to the President 
indicates that recommendations for legisla- 
tion to regulate holding companies will come 
from an inquiry now being made by the 
commission’s legal department. 


* 


States’ Rights Urged in Com- 
munications Regulation 


HE right of states to regulate intrastate 

utility operations appeared in Washing- 
ton in late August to worry officials of the 
new Federal Communications Commission. 
Although Congress had attempted to preserve 
the rights of state commissions over intra- 
state operations and state commission repre- 
sentatives in Washington were apparently 
satisfied, the fear is spreading that the Federal 
agency may develop along lines similar to 
the Interstate Commerce Commission which 
gradually but effectively superseded state 
commission regulation of railroads by giving 
an interesting character to practically all 
railroad operations. 

The specific issue involves the question of 
depreciation accounting for telephone utilities. 
The Federal agency, in requiring a mass of 
information from telephone companies, may 
add to the controversy. Among information 
required, the new commission wants to know 
how much each telephone company charged 
subscribers before any other company was 
absorbed and what the rates were after con- 
solidation. 

e 


TVA Official Studies 
Foreign Power 


oweER Director Lilienthal, of the Tennes- 

see Valley Authority, sailed August 18th 
for England where he was to make a study 
of the British electrical system followed by 
an inspection of the Shannon river hydro de- 
velopment in the Irish Free State. Before 
sailing, Lilienthal expressed interest in the 
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possibilities of applying the British plan of 
“grid systems” which interconnect all major 
generating stations into a single codrdinated 
web of transmission lines to power develop- 
ment in the United States. The British 
system has a central electric board regarded 
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as compromise between public and private 
ownership, and under which the government 
operates generating and transmission facilities, 
but permits private operation of local dis- 
tribution under supervision of government 
authorities. 


v 
Alabama 


Officials Disagree on State’s 
Rights Over TVA 


Cum Attorney General Thomas E. 
Knight, Jr., on August 18th declared and 
Governor B. M. Miller denied that the state 
of Alabama would tax the Tennessee Valley 
Authority upon its utility operations within 
the state, according to the Associated Press. 

Dictating a statement over long distance 
from Selma to his office in Montgomery, 
Knight stated: “I believe that the sale of 
goods, wares, and merchandise, even though 
it be hydroelectric power, is an activity of the 
government in the nature of a private busi- 
ness.” 

Governor Miller, who declared the attorney 
general had no instructions to speak for the 
state in the matter of TVA taxation, stated: 
“The TVA is an agency of the Federal gov- 
ernment and Alabama has no right to tax 
it. We want no taxes from the TVA except 
those provided by Congress.” 

Knight in his statement declared: “The 
attorney general is a constitutional law officer 
of the state and as such needs no instructions 
from the governor or from any other official 
when, in his opinion, the rights and interests 
of the sovereign state are involved. I had 
long before held constitutional the Carmichael 
Act, which gave to the municipalities the 
right to purchase power from the TVA 
fought to a successful conclusion the con- 
test of this right before the supreme court 
of Alabama. I did not then ask for instruc- 
tions from the governor.” 

Attorney General Knight, in his subsequent 
statement issued from Montgomery, declared 
that Alabama will insist that the TVA 
submit to regulation and to state taxation 
in its public utility operations within the 
state. 


Power Company Seeks TVA 
Sale Approval 


HE Alabama Power Company has —_ 

tioned the Alabama Public Service Com- 
mission for approval of the sale of distrib- 
uting systems in fourteen North Alabama 
towns to the TVA to “avoid duplication of 
service and destructive competition,” accord- 
ing to the Associated Press. 

The petition wants the commission to ap- 
prove sale of the distribution systems in 
Florence, Decatur, Sheffield, Tuscumbia, 
Austinville, Moulton, Hartselle, Falkville, 
Courtland, Town Creek, Leighton, Cherokee, 
Red Bay, and Russellville to the TVA for 
approximately $1,100,000. These cities plan 
to use TVA power distributed through mu- 
nicipal systems. The Alabama Power Com- 
pany announced that its board of directors 
had denied a petition of five preferred stock- 
holders for cancellation of contracts with 
the TVA. 


* 


Seek Court Tests of 
TVA Authority 


LABAMA power and coal companies have 

taken to the Federal courts in their 
legal battle to prevent the Tennessee Valley 
Authority from operating as an electric util- 
ity in the state, according to a United Press 
dispatch. They filed a petition in the Birm- 
ingham District Court seeking an injunction 
against TVA operation on the ground that 
it is making unfair competition for their 
business, that TVA has not complied with 
the state utility laws nor put itself under 
state regulation, and that the act creating 
the TVA is unconstitutional. 


e 
California 


Governor Supports 
Power Project 


AG Governor Merriam, in a published 
statement, said that he will use all of his 
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power and influence as governor to achieve 
for California the realization of the great 
Central Valley water plan in its entirety with 
both water and power features included and 
carried into successful operation, according 
to an Associated Press dispatch. 
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Public Power Act in Court 


A= of the California legislature creating 
the Imperial Irrigation District and au- 
thorizing the officials of that district to con- 
struct and operate works for the generation 
of electrical energy and the sale thereof were 
attacked as being unconstitutional in a suit in 
equity filed August 8th in the Federal dis- 
trict court by the Nev-Cal Electric Securities 
Company, a Nevada corporation, with head- 
quarters in Tonopah, Nevada, according to 


PUBLIC UTILITIES FORTNIGHTLY 


a statement published in the Los Angeles 
Times. 

The plaintiff is owner of several tracts of 
land in the irrigation district, which em- 
braces about 612,000 acres of land. It com- 
plains that under the land assessment and im- 
provement features of the acts creating the 
district and authorizing the generation of 
electrical energy from the Colorado river, that 
the assessments would be confiscatory in 
character and would deprive the plaintiff 
of its property without due process of law. 


yg 
Colorado 


New Test for Home Rule 
Utility Regulation 


eure by the state commission of 
public utility rates in home rule cities 
was sought in a test case filed with the state 
commission recently by a group of Denver 
citizens, according to a statement in the 
Denver Post. 

The complaint asks the commission to take 
jurisdiction over rates for gas and electricity 
charged by the Public Service Company of 
Colorado. 

It was expected that the commission would 
refuse to take jurisdiction because of a de- 
cision by the state supreme court in 1919 
(the court voted 4 to 3) denying jurisdiction 


of the commission over utilities operating in 
home rule cities. 


ye 
Natural Gas Rate Reduc- 
tion Offered 


HE proposal of the Public Service Com- 

pany of Colorado to make a reduction in 
natural gas rates from 10 to 15 per cent on 
consumption in excess of 3,000 cubic feet a 
month was scheduled for acceptance by the 
Denver city council, according to the Denver 
Post. The proposed reduction which was 
scheduled for all Colorado cities served by 
the company with the exception of Fort Col- 
lins will save the consumers approximately 
$200,000 a year. 


1 
Florida 


Rate Case Expense Reaches 
Half Million 


WwW nearly three months of daily 
testimony behind it, but with perhaps 
some years to run before a final decision is 
obtained from the United States Supreme 
Court, the Florida Power & Light Company- 
city of Miami rate case has cost considerably 
in excess of $500,000 to date, according to the 
Miami Daily News. 

What the cost will be to the respective 
litigants before it is ended is a matter of 
speculation among attorneys and court at- 
tachés. 

The case, by far the longest of its kind in 
Florida history, cost the Florida Power & 
Light Company $414,000 up to July Ist, ac- 
cording to the sworn testimony of G. C. 
Estill, vice president and general manager. 
Since that date it is estimated incidental ex- 
penses have run the cost up to $425,000. 

The company’s outlay up to this time, it 
was learned, is for engineering, accounting, 
and appraisal work and does not include the 
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cost of expensive legal talent brought here 
from New York. 

On the basis of Estill’s testimony it was 
predicted in informed quarters, the total cost 
to the company before conclusion of the case 
may well reach $600,000. 


> 


Utility Rate Ordinance to 
Be Voted 


ORMAL notice to the Miami Gas Com- 

pany that a rate reduction ordinance will 
be brought up for action November Ist will 
be sent out at once by the city attorney’s 
office under instruction given by the city com- 
mission after a recent conference with at- 
torneys, rate experts, and engineers, accord- 
ing to the Miami Daily News. Three mem- 
bers attended the meeting. 

The amount of the proposed rate cut was 
not announced. Mayor Sewell stated this 
will "depend upon result reached by the city 
traffic department in bringing up to date pre- 









public hearing will be necessary. 


The commission adopted an ordinance re- 
quiring utility companies to use uniform 
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vious engineering reports which indicated a 
21 per cent cut should be granted. Under 
this plan of procedure, the mayor said, no 





system of accounting prepared by Thomas E. 
Grady, traffic consultant, with the assistance 
of experts now in the city. This, it is 
claimed, will make it easier for the city to 
obtain information needed in seeking rate re- 
ductions. 


Georgia 


TVA Rates Increase Power 
Consumption 


iry officials of Athens announced that 

electric consumption for July showed a 
gain of 16.6 per cent over June, the first 
month under the TVA era, and 48.1 per cent 
over July, 1933, when the city purchased its 
current from a private company, according 
to an Associated Press dispatch. The city 
now purchases its current from the TVA 
and distributes it to customers over the mu- 
nicipal distribution system. 

Consumption for July, 1934, was 142,800 
kilowatt hours, as compared with 122,400 in 
June, 1934, and 96,000 in July, 1933. 

City officials attributed the increase to the 
lower rates offered since current was pur- 
chased from the Tennessee Valley Authority 
and to the increase in electrical appliance 
sales since the Electric Farm and Home Au- 
thority, subsidiary of TVA, began a cam- 
paign in Athens June 21st to increase the 
sales of electrical refrigerators, water heat- 
ers, electric ranges, and other appliances. 

David E. Lilienthal, power director of the 
TVA, recently announced that he believed 
the rates in Athens, already reduced under 
the TVA plan, could be further reduced with- 
in a few months. 


Atlanta Seeking Power 
from TVA 


ower Director David E. Lilienthal, of the 
Tennessee Valley Authority, said on 
August 11th that any decision “to enter into 
a contract with a public agency such as 
Atlanta for the sale of power, when addi- 
tional sources become available through com- 
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pletion of other dams, turns upon business 
considerations and economic feasibility.” 

He further asserted the TVA does not now 
have available power for sale to the city of 
Atlanta, the entire output of Wilson dam 
having been sold or committed. The next 
source of power will not be available until 
Norris dam in East Tennessee is ready for 
operation which will be in about two years. 

Mr. Lilienthal’s statement was made after 
a 2-hour conference with Jack C. Savage, 
appointed by the city council to investigate 
the feasibility of getting TVA power for 
Atlanta. Attending the conference with Sav- 
age were Alderman J. C. Murphy and City 
Electrician Dewey L. Johnson, of Atlanta. 


* 


Railroads Seek Court Restraint 
of Commission Rate Cut 


pena Sene railroads operating in Georgia 
on August 7th asked the district Federal 
court to enjoin the 18 per cent class freight 
rate reduction ordered in effect August 20th 
by the state commission. Notwithstanding 
the existence of the Johnson Act depriving 
Federal courts of jurisdiction over utility 
rate cases involving orders of state commis- 
sions, the railroads claimed Federal court 
jurisdiction on ground that the subject mat- 
ter of the complaint arose before the enact- 
ment of the Johnson Act. 

On August 17th two of the largest rail- 
road companies—the Southern and Seaboard 
Air Line—abandoned the court fight, reserv- 
ing the right to take their cases before the 
Interstate Commerce Commission. It was be- 
lieved that forty-two other railroads might 
follow action of the Southern and Seaboard. 


Kansas 


Special Power Rate for Air 
Conditioning Approved 


HE Kansas Gas & Electric Company 
recently had permission of the state cor- 
poration commission to put into effect special 
rates for electrical current used for operating 
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air conditioning equipment, according to The 
Topeka State Journal. 

Nels Anderson, engineer for the commis- 
sion, said the rate provided for a charge of 
22 cents a kilowatt hour for current in ex- 
cess of 5 kilowatt hours for each room that 
is air conditioned. The rate would be in ef- 
fect from May to September each year. 
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Massachusetts 


Considers Session on 
Telephone Rates 


GC Ely announced recently that he 
was giving attention to requests which 
have been made to him to call a special ses- 
sion of the legislature to consider telephone 
rates. The department of public utilities had 
rejected petitions for a reduction in rates, ac- 


cording to the Boston Evening Transcript. 

The governor said he wished to give fur- 
ther study to the commission’s reports and 
for the moment did not know how additional 
powers could be given to the utilities com- 
mission, which would not be confiscatory in 
their nature, therefore probably unconstitu- 
tional. He admitted that he might issue a 
“blast,” but added that “blasts” would ac- 
complish no concrete good. 


& 


Michigan 


Hold-over Commission 
Members Retained 


Hix J. Waples and Robert H. Dunn, 
hold-over Republican members of the 
Michigan Public Utilities Commission, will 
be retained pending completion of the pend- 
ing Michigan Bell Telephone Company hear- 
ing, Governor Comstock indicated August 8th. 


Waples and Dunn resigned, effective at the 
governor’s pleasure, just before the ousting 
of their three Republican colleagues a few 
months ago. Democrats have been clamor- 
ing for their jobs, and Governor Comstock 
several times has appeared to be on the verge 
of naming successors. But with the Michigan 
Bell hearing about to open, he decided recently 
that the time was “not propitious,’ accord- 
ing to The Detroit News. 


e 
Minnesota 


Minneapolis Gas Rate 
Ordinance Adopted 


Pam at the delay in gas rate reduc- 
tion negotiations with the local gas com- 
pany, the Minneapolis city council adopted 
an ordinance providing for the use of mixed 
artificial and natural gas which will effect 
an average reduction of 7.35 per cent in rates. 
The ordinance will remain in effect ten years 
if accepted by the company, which was be- 
lieved likely. It provided that the gas com- 
pany may not earn more than $1,250,000 net 
revenue annually. In former years Min- 
neapolis gas rates have been fixed without 
definite relation to the company’s net earn- 
ings. 

The new gas rates will not go into effect 
until the gas company constructs a pipe line 
bringing natural gas into Minneapolis and 
making changes in its plant to use the new 
manufactured and natural gas. 

Charles R. Fowler, attorney for the gas 
company, said he believed the ordinance 
would be accepted by the company and stated 
that a natural gas line connection might be 
made available as early as January Ist. Un- 
der the new ordinance, the city surrenders its 
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present right to adjust gas rates every three 
years. Instead, the new ordinance sets up a 
strict limit on the net earnings and expendi- 
tures of the company and guarantees con- 
sumers gas on a cost-of-service basis. 

The council vote was 18 to 6 for adoption. 
Adoption of the ordinance ended a year’s 
struggle between the city council and the gas 
company for a rate reduction. It will be re- 
called that in 1933 the council passed an ordi- 
nance reducing gas rates 19.4 per cent. The 
company obtained an injunction, however, 
from Federal court invalidating the enforce- 
ment of the ordinance. Since that time, 
negotiations have been proceeding leading up 
to the new ordinance. 

The new rate provides 400 cubic feet or 
less of gas for $1, with $1.03 per thousand 
for the next 1,100 cubic feet, and $1.01 per 
thousand for the next 2,000 cubic feet, with 97 
cents per thousand for all in excess. Flat 
rate for residential heating was 72 cents per 
thousand. The former rate was $1 for the 
first 600 cubic feet or less with 80 cents for 
the next 1,400; 77 cents for the next 3,000; 
75 cents for the next 45,000. This was the 
rate for manufactured gas having a heat 
value of 550 B.T.U. The new mixed gas 
will have a heat content of 800 B.T.U. 
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Mississippi 


Move for Phone Rate Cut 


HE Southern Telephone and Telegraph 
Company and 20 private telephone com- 
panies operating in Mississippi recently were 
cited to show cause at the September meeting 
of the state railroad commission why local 
telephone exchange rates should not be re- 
duced. 
The citation followed the action several 
weeks ago on the ruling of Attorney General 
Greek L. Rice that a 12-year-old Federal 


injunction restraining forced rate reductions 
no longer was a bar to the ordering of lower 
rates. 

It is the interpretation of officials seeking 
a lower rate that the telephone companies 
cannot again go into Federal court and ob- 
tain injunctions, in view of legislation en- 
acted at the recent session of Congress stipu- 
lating that legal opposition to rate reductions 
must first be fought through all state courts 
before the Federal courts would be open to 
the utilities. 


e 


New Jersey 


Hope Dims for Camden PWA 
Plant Loan 


Cm city officials were reported as los- 
ing hope that they would obtain a 
PWaA-financed municipal light plant, accord- 
ing to the Philadelphia Record. City of- 
ficials feared that the PWA was preparing 
to withdraw its allocation of $6,000,000 for 
the project when Administrator Ickes re- 
cently called upon Camden to show cause 
why the light plant project should not be 
scrapped. Government officials protested 
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against such action and PWA officials were 
criticized by some city officials, it is re- 


Although Camden city citizens voted in 
favor of the plant nine months ago, the 
PWA refused to act favorably on the action 
until the New Jersey legislature removed 
technical objections to the loan. PWA of- 
ficials suggested certain enabling legislation 
that would have to be obtained. At a recent 
brief session of the New Jersey legislature at- 
tempts to obtain action on such legislation 
were blocked. The legislature is now ad- 
journed. 


New York 


City Seeks Large Niagara 
Water Right 


HE last remaining water from Niagara 

within the authority of an American agen- 
cy to award under the Canadian-American 
treaty has been requested by the city of Lock- 
port, N. Y., for a municipal hydroelectric 
plant. Lockport, it was announced, has 
made an application to the Federal Power 
Commission for license for the use of 275 


cubic feet a second of Niagara river water. 
Chairman Frank R. McNinch said “this is 
the last water from Niagara within the pow- 
er of the commission to grant any one. Un- 
der the treaty which allocated 20,000 cubic 
feet a second for power on the American 
side, 19,725 cubic feet a second is now under 
license to the Niagara Falls Power Com- 
pany. The remaining 275 cubic feet, which 
Lockport is now asking for, is being used by 
the Niagara Company temporarily,” which 
has also applied for a permanent license. 


e 


North Carolina 


Lower Rates Adopted 


Cam of domestic gas and electric 
power in North Carolina will save ap- 
proximately $950,000 on their bills during the 
next twelve months, it is reported, as the re- 
sult of new rates ordered effective October Ist 
by the Duke Power Company, and its subsidi- 
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ary, the Southern Public Utilities Company. 

The new rates were announced by North 
Carolina utility Commissioner Winborne at 
Raleigh. He pointed out that the changes 
would be put into effect as the result of 
“arbitrational” negotiations between the com- 
panies and the North and South Carolina 
commissions, instead of through hearings 
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which in the past have resulted in expensive 
and protracted litigation. 

Commissioner Winborne was of the opinion 
that the new rate schedule for electricity 


which reduces the charges approximately 20 
per cent compares favorably with the TVA 
rate level when consideration is given to the 
taxes paid by private companies. 


e 


Ohio 


Rate Pact Rejected 


OTWITHSTANDING previous indications of 

approval by city officials and council- 
men, the Mansfield city council, upon formal 
consideration, rejected unanimously a rate 
settlement proposed by the Ohio Fuel Gas 
Company, as a crowd of 3,500 jammed the 
corridors of the municipal building. 

A mass meeting of citizens held in the pub- 
lic square at the call of Joseph A. Bayer, 
local attorney, was said to havé influenced 
the city councilmen to change their opinion. 


Urges City Plant 


aaa that the city of Lima es- 
tablish its own power plant to generate 
electric current for street lights and mu- 
nicipal institutions, Mayor Allen L. Methe- 
any declared that a municipally owned plant 
would save the city at least $25,000 a year. 
He claimed that electric current could be 
produced at a cost of one-half cent per 
kilowatt hour. The city of Lima now pays 
the private utility company 4 cents per 
kilowatt hour. 


e 
Oklahoma 


City Gas Plant Advocates 
Organize 


| grenggp gas plant advocates will op- 
pose any attempts of the Oklahoma 
City council to postpone a proposed October 
2nd election on a $4,000,000 bond issue ques- 
tion or to combine that election with one on 
proposed amendments to the city charter. 


John A. Brett, campaign manager for the 
municipal gas bond issue, said that his group 
was prepared to oppose any change in the 
scheduled plans. He stated that he felt a 
combination election would tend to confuse 
the issues in the minds of the voters. Local 
observers believed, however, that the city 
council of Oklahoma City would vote for the 
aes of the election until November 
6th. 


zg 
South Carolina 


Power Rates Cut 


HE South Carolina gas and electric con- 
sumers will save approximately $380,000 
during the next twelve months as a result of 
the new rates ordered into effect by the Duke 
Power Company and its subsidiary, the 
Southern Public Utilities Company. 
The new rates were announced by the 


South Carolina commission at Columbia 
following “arbitrational” negotiations be- 
tween the companies and the North and 
South Carolina commissions. 

Reductions in the minimum rate of certain 
classes of consumers figure approximately 20 
per cent under the new schedules. Substan- 
tial reductions are also made to large indus- 
trial and commercial consumers. 


4 
Tennessee 


Appliance Sales on Wheels 


HE Electric Home and Farm Authority, 
subsidiary of the Tennessee Valley Au- 
thority, will put a traveling electric kitchen 
on the road to show small-town and rural 
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homemakers what electricity can do for them, 
it was announced at Chattanooga head- 
quarters August 18th. 

The “TVA electric kitchen,” fully equipped 
with all the modern kitchen , will make 
its tour in northern Alabama and northern 
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Mississippi, where TVA power rates and 
EHFA appliance financing are in effect. The 
tour will probably start early in September 
in northeast Mississippi. 


= 
TVA Extends Knoxville 
Bond Limit 


HE time in which deposit of the 5 per 

cent bonds of the Tennessee Public Serv- 
ice Company under the Tennessee Valley 
Authority purchase plan for the Knoxville 
electric distribution system has been extend- 
ed to September 15th, it was announced 
August 2lst. Originally the deadline was 
set for August 21st. 

It was said that due to the vacation time 
and the need of institutions to take corporate 
action before depositing holdings, it was 
deemed advisable to extend the final date of 
deposit. 

The Tennessee Valley Authority on 
August 15th was given the formal pledge of 
the city of Knoxville that the latter would 


take off its hands some time within the next 
two years the Knox county distribution 
system of the Tennessee Public Service Com- 
pany, in the event the TVA completes its 
projected purchase of most of the power 
company’s East Tennessee holdings for $6,- 

,000. Meeting in special session the coun- 
cil unanimously voted to pass a resolution 
putting the pledge into writing. 

According to councilmen and other city of- 
ficials, its passage was the last step required 
of the city before it signs a final contract to 
take charge of the system and purchase TVA 
power for resale over it. It leaves the TVA 
and Tennessee Public Service Company to 
work out details of the “parent deal.” 

The government corporation does not in- 
tend to purchase the Knoxville street car 
system, and the power company tentatively 
has agreed to continue to operate it. City 
officials agreed to urge the city to “construct, 
reconstruct, and maintain” the paving be- 
tween trolley tracks now paid for by the 
neety. So far, the city has refused to do 
this. 


Texas 


El Paso Gas Rates Still Debated 


pe public opposition at a hearing, 
the El paso city council withdrew its 
tentative endorsement of a proposed rate re- 
duction of the Texas Cities Gas Company, 
and on August 9th unanimously rejected the 
proposal which would have put into effect 
savings to El Paso consumers estimated from 
$40,000 to $75,000 a year. 

The officials of the company stated that 
they would be glad to open further negotia- 
tions for a rate compromise with city offi- 
cials. C. A. Winder, city rate expert, ad- 
vocated adoption of an optional rate schedule 
as the most economical and feasible answer 
to the rate disagreement. 

The city council disapproved a provision in 
the schedule offered by the company designed 
to stimulate gas consumption and promote 
house heating patronage. It was felt that the 
“compulsory promotional features of the 
schedule would work hardship on some small 
consumers. Under Mr. Winder’s plan a dual 
rate schedule would give certain rate reduc- 
tions to small consumers, but provide an op- 
tional alternative schedule for consumers de- 
siring to take advantage of the promotional 
features incident to large consumption. 

Mr. Winder claimed that a dual rate 
schedule is an innovation in the field of gas 
rate making, although it has been long used 
in electric rate practices. 

Following disagreement of the proposed 
schedule between the city council and com- 
pany officials, Mayor R. E. Sherman was 


urged by the Taxpayers’, Voters’ and Mu- 
nicipal Ownership League to investigate the 
feasibility of a municipally owned gas dis- 
tribution plant. 

> 


Dallas Obtains Voluntary Elec- 
tric Rate Reduction 


AV a costly and lengthy court fight 
the Dallas city council on August 8th 
accepted a compromise plan for effecting a 
$400,550 reduction in electric rates from the 
Dallas Power & Light Company. The coun- 
cil accepted the compromise plan by a 6 to 3 
vote. Following adoption of the rate order 
Mayor Charles E. Turner said that the council 
would not open negotiations for the present 
at least for lower gas and telephone rates, 
stating that he thought the council had 
“earned a rest.” 

The Dallas Journal reported that citizens 
in all walks of life in Dallas were pleased 
at the agreement reached by the city council 
with the utility company, whereby an im- 
mediate rate reduction is available instead of 
the prospect of an expensive court battle. 


* 
Law Suit Threatened in Fort 
Worth Gas Ruling 
HE Lone Star Gas Company threatened 


court action on August 15th if Fort 
Worth city officials attempted to enforce the 
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city’s new gas regulation ordinance prohibit- 
ing the dilution of natural gas with nitro- 
gen, and requiring a minimum pressufe of 
four ounces to be maintained on the outlet 
side of the customer’s meter and specifying 
the minimum calorific content of fuel gas at 


1,000 B.T.U 


7d 


L. B. Denning, of Dallas, president of the 
gas company, told the Fort Worth council 
that the cost of compliance with the ordinance 
would require an increase of more than 50 
per cent in domestic rates besides $5.500,000 
the company’s plant investment by $3,500. 
and operating costs by $750,000 a year. 


Vermont 


Customers Deserting City 
Water Service 


N increasing number of large .water con- 

sumers in Burlington and a few small 
ones are deserting the city water depart- 
ment to tap their own supply, free of a water 
assessment, from among the veins of springs 
lying at various levels in the.rock strata 
beneath the city, according to the Burlington 
Free Press. 


For the large commercial consumers, 
economy was given as the principal reason 
for turning to a new water supply, although 
the lower temperature and purity of spring 
water supply were given as additional rea- 
sons. 

Last year the board of aldermen voted 
against the reduction of water rates, although 
objections were raised at that time that sev- 
eral large water consumers were contemplat- 
ing artesian wells because of the rates charged 
by the city water department. 
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Virginia 


Danville Water Power Plant 
Disapproved 
HE Federal Power Commission disap- 


proved of the city of Danville’s attempt 
to develop water power on the Roanoke river 


at Smith’s Gap. Under the city’s plan, only 
half the power potential would be utilized. 
The commission was of the opinion that full 
resources should be developed but such a 
course would entail more money than Dan- 
ville is willing to put into it, according to 
the Washington (D. C.) Herald. 


e 


Washington 


Large Utility Expenses 


ECAUSE of valuations and rate cases in- 

stituted by the department of public 
works against the Puget Sound Power and 
Light Company, Attorney Hance Cleland 
presented interesting evidence on the increase 
in the company’s operating expenses because 
of taxes and regulatory costs. According to 
Mr. Cleland the company’s taxes have in- 
creased $508,000 a year, the National Re- 
covery Administration has added $145,000, 
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and regulatory ame for the year will 
amount to over $314. 

As an example of how burdensome regula- 
tion can become under existing conditions, 
Mr. Cleland pointed out that the investiga- 
tion of the South Bend water system in- 
stituted by the department had cost the com- 
pany and the department together in excess 
of half an entire year’s gross earnings of the 
system and that the department found at the 
conclusion of the investigation that rates 
could not be reduced. 


West Virginia 


New Utility in Beckley 


) A yy ene ae have been completed by the 
Appalachian Electric Power Company 
to take over the electric property and service 
of the West Virginia Water Service Com- 


pany, serving the Beckley area. The state 
commission announced that the Appalachian 
company had indicated that it plans to place 
in effect in Beckley a reduced rate schedule 
which will result in a saving to electric cus- 
tomers of approximately $20,000 a year. 
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The Latest Utility Rulings 








State Commission Asserts Right to Control Telephone Accounts 


5 New York commission has 
stated in vigorous language its op- 
position to encroachment by the Federal 
government upon the prerogatives of 
the state, in connection with the ques- 
tion of regulating accounts of telephone 
corporations. The commission points 
out that if the Interstate Commerce 
Commission is held to have complete au- 
thority over the accounts of all tele- 
phone companies which have any inter- 
state business in the course of a year, no 
matter how insignificant it is in compari- 
son with their intrastate business, a 
Federal commission would control the 
accounting of any telephone company 
that had even one interstate message 
in a year. The commission asks: 
“Why should 2 per cent afford an ex- 
cuse for the elimination of state regu- 
lation ?” 

Uniform systems of accounts, it is 
pointed out, are not established merely 
for the purpose of exercising authority, 
nor merely for the purpose of obtaining 
information as to the company’s activi- 
ties and operations, interesting though 
it may be, of which no practical use is 
made. They are of little value or jus- 
tification unless used in fixing rates, for 
authorizing securities, for passing upon 
transfers of property, and in connection 
with other regulatory matters. On this 
point the commission continues : 

State commissions make continuous use 
of the information furnished under their ac- 
counting systems for these purposes. It does 
not appear that the Interstate Commerce 
Commission has ever made any appreciable 
use of the information obtained under its 
accounting system. It has never conducted 
to a conclusion a single case involving the 
reasonableness of telephone rates of a com- 
pany although it undertook to prescribe a 
system of accounts nearly a quarter of a 
century ago. It has no jurisdiction over the 
issuance of securities by any telephone com- 

So far as we have been able to 


pany. 
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discover, it has never audited or examined 
the accounts and records of a telephone 
company. 


The commission states that there is 
still another objection to what the Inter- 
state Commission has undertaken to do 
under “the disguise of establishing uni- 
formity in accounting.” It is said that 
the commission has not stopped with 
the adoption of such rulings as would 
be necessary to obtain uniformity, but 
has gone into great detail in accounting 
matters and has incorporated in its sys- 
tem provisions that are in conflict with 
the laws of the various states. The 
commission states: 

A telephone company in the state of New 
York chartered under the laws of this state 
has some duty of compliance with an act 
of the legislature which provided for its 
creation. It cannot keep accounts both 
ways; and yet the Interstate Commerce 
Commission, through its alleged power to 
exclusively regulate the accounting of all 
companies which come under its jurisdic- 
tion because of a few interstate messages 
sent in a year, attempts to determine what 
entries shall be made upon the books of 
account even though they relate entirely 
to intrastate business over which the state 
of New York has retained under the Con- 
stitution regulatory powers. 


The New York commission announces 
that it does not concede that the Inter- 
state Commerce Commission has juris- 
diction and may, because a small part 
of the business of the companies in- 
volved is subject to Federal regulation, 
deprive the state commission of explicit 
authority granted by the legislature of 
the state of New York in relation to 
a company which is chartered under its 
laws and which could not operate or 
even come into existence without the 
permission of the state of New York. 
Re Adoption of Uniform System of 
Accounts for Telephone Corporations 
(Case No. 8201). 
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Wisconsin Commission Summarizes Rule on Going Value 


ERETOFORE considerable difficulty 

has been experienced by all par- 
ties concerned with the question of 
when going value exists and the meas- 
urement thereof, if it exists, says the 
Wisconsin commission in a decision on 
the value of the City Water Company’s 
property to be acquired by the city 
of Marinette. The company had sub- 
mitted a claim based on probable defi- 
cits in earnings during an assumed 
normal development period in accord- 
ance with the early Wisconsin rule pro- 
posed in Hill v. Antigo Water Co. 
(1909) 3 Wis. R. C. R. 623, which 
was later abandoned by the commission 
and rejected by the United States Su- 
preme Court in Galveston Electric Co. 
v. Galveston, 258 U. S. 388, P.U.R. 
1922D, 159. 

The commission points out that the 
situation has been clarified considerably 
by the recent decisions of the United 
States Supreme Court in Columbus Gas 
& Fuel Co. v. Public Utilities Commis- 
sion (1934) 4 P.U.R.(N.S.) 152, and 
Dayton Power & Light Co. v. Ohio Pub. 
Utilities Commission (1934) 3 P.U.R. 
(N.S.) 279. The commission states 
its understanding that these two cases, 
while recognizing that going value may 
exist as a separate addition to physical 
property, prescribe certain tests as to 


the extent and existence or nonexistence 
of such value. These tests are stated 
to be: 


1. Proof of expenses incurred “in over- 
coming initial difficulties incident to opera- 
tion and in securing patronage.” 

2. Proof that the cost of attaching busi- 
ness, if incurred, has not been absorbed 
in operating expenses or capitalized. 

3. Proof that such value is not sufficiently 
reflected in the appraisal of the physical 
assets as parts of an assembled whole. 


In addition, it is said, as a positive 
guide in the determination of such 
value, the court cites the doctrine of 
Los Angeles Gas & E. Corp. v. Cali- 
fornia R. Commission, 289 U. S. 287, 
77 L. ed. 1180, P.U.R.1933C, 229, to 
the effect that its determination calls 
for “consideration of the history and 
circumstances of the particular enter- 
prise.” The commission concludes that 
there should be no addition for go- 
ing value because the City Water Com- 
pany had failed to meet the test suggest- 
ed by the Supreme Court relative to 
proof. Moreover, the company’s his- 
tory and circumstances indicated a con- 
siderably smaller output in the forty- 
fifth year of the company’s existence 
than in the sixth year. Marinette v. 
City Water Co. (2—U-80, 2-U-678, U- 
4006.) 


City Cannot Demand Service under Repudiated Contract 


N these days of repudiation of obli- 
I gations, governments plausibly ex- 
plain why they cannot meet their own 
obligations, but are greatly shocked be- 
cause others do not meet obligations 
to them. It is not surprising, there- 
fore, to see municipalities assuming a 
similar inconsistent position. The Ken- 
tucky Court of Appeals, however, has 
ruled that a city “cannot blow both 
hot and cold.” 

The Kentucky Utilities Company 
serves the city of Middlesboro, including 
service to the municipality for public 


uses. The city paid its bills for several 
years and then in 1932 failed to pay. 
After negotiations for a while the util- 
ity company sued the city. The city 
raised the defense that the utility did 
not have a valid franchise authorizing 
it to render service in Middlesboro and 
that there was no contract under which 
the indebtedness of the city could legally 
be incurred. 

Thereafter the utility announced that 
it would deny further service if its 
claims were not paid. Then the city 
sought an injunction to restrain discon- 
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tinuance of service. Justice Dietzman 
said: 

The anomalous position taken by the city 
is at once apparent. The defense which 
it has to the suit for the alleged past-due 
indebtedness is that such indebtedness was 
illegally incurred in that not only did it 
violate constitutional inhibitions as to in- 
debtedness, but also that there was no 
binding or legal contract under which the 
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indebtedness could be incurred, and fur- 
ther because the company has no franchise 
in the city to furnish this service. Yet 
the city now undertakes to compel the 
company to furnish this service under the 
very terms and conditions which it says 
are illegal. The city cannot blow both hot 
and cold. 


City of Middlesboro v. Kentucky Utili- 
ties Co. 72 S. W. (2d) 734. 
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Commission Explains Advantages of Service Charge 


MONTHLY fixed charge in connec- 

tion with a consumption rate to 
meet expenses which must be met 
whether or not any electricity is used is, 
in the opinion of the Wisconsin com- 
mission, preferable to a charge for en- 
ergy which merges these costs. 

The commission, however, includes 
in this charge only the customer costs, 
although it states that it would be 
possible to design a fixed charge which 
takes into consideration the time, the 
nature, and the size of the customers’ 
demands, which rates might be more 
theoretically scientific. 

But it is pointed out that innumer- 
able practical difficulties must be sur- 
mounted in devising a fixed charge 
form of rate wherein demand costs in 
addition to customer costs are set forth 
in a separate charge. The commission 
states : 


It is the commission’s conclusion, based 
upon its study of this form of rate in 
several other municipally owned utilities 
and its experience with existing forms of 
rates generally that the segregation of the 
above-named costs in a separate portion 
of the rates, distinct from the prices for 
energy, makes the rate as understandable 
to the customers as the present block type 
of rate and tends to place all customers on 
a more equal basis. Primarily, therefore, 
the great advantages of the form of rate 
hereinafter ordered are its relative sim- 
plicity, the ease with which customers may 
check their bills, the placing of customers 
on an equal footing, and the fact that it 
approximates closely the cost of serving 
customers. An additional advantage in- 
herent in this rate form is the fact that 
by placing the customer costs in a sepa- 
rate fixed charge the price per kilowatt 
hour of energy can be set at a lower level. 
The latter point is obviously important as 
a means of promoting increased use of 
energy. 


Donaldson, et al. v. LaFarge Electric 
Co. (2-U-493, 2-U-494). 


& 
Municipal Plant Is Not Entitled to Profits 


DECISION by the New York com- 
mission, which may have a far- 
‘reaching effect upon municipal plant 
operation in New York, establishes the 
principle that municipal plants should 
not make a profit on their operations. 
This ruling was made in ‘connection 
with complaints by consumers against 
rates of the Boonville village electric 
plant. 
The commission declared that the 
fundamental reason for the existence of 
municipal utility plants is to obtain 
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adequate service at lower rates than 
private corporations can provide. The 
commission held that a just and reason- 
able rate for municipal plants is one 
that produces sufficient revenue to cover 
the cost of service, and this general 
principle was said to apply also to serv- 
ice rendered by such a plant to custom- 
ers located outside of the municipality. 
It was said: 

Governments exist for public well-being ; 


they are not created for the purpose o 
making profits. Obviously, the purpose in 








ine 6 eee ok 





a a i 





PUBLIC UTILITIES FORTNIGHTLY 


seeking to obtain such a profit, as certain 
municipalities contend for in these pro- 
ceedings, over and above all costs and suit- 
able reserves, is to transfer such profits to 
the village general fund to be used to re- 
duce its taxes or to promote other munici- 
pal projects. 
The commission termed such a policy 
“indirect and unfair taxation of con- 
sumers.” It was pointed out that con- 


sumers are not necessarily taxpayers 
and where they are, they do not pay 
electric bills in the same proportion that 
they pay tax bills. Moreover, the com- 
mission stated that “these inequitable 
and uncontrolled indirections constitute 
a major objection to the policy of ex- 
acting a profit on a property already 
paid for.” Re Boonville. 


Entire Group Operations in Metropolitan Area 
Must Be Shown 


—. rules, and conditions of serv- 
ice applicable to the Toledo, Edi- 
son Company of Michigan have been 
fixed by the Michigan commission. on 
the basis of rates, rules, and regula- 
tions effective in contiguous territory, 
not served by companies owned or con- 
trolled by the community of interests 
owning and controlling the Toledo 
Edison Company of Michigan and the 
Toledo Edison Company of Ohio, be- 
cause the Michigan company had failed 
to show the results of operations in the 
Toledo metropolitan area outside of the 
state. 

The Michigan company is controlled 
by the City Service Power and Light 
Company, which also controls the 
Toledo Edison Company of Ohio. It 
was testified before the commission that 
the operations of the Michigan com- 
pany, in respect to the amount of power 


e 


distributed, the portion of area served, 
revenues collected, and all other par- 
ticulars of conducting an electric light 
and power supply business are only a 
fractional part of a homogeneous elec- 
tric light and power supply system, cen- 
tering its utility operations about 
Toledo, Ohio. 

Under these circumstances, the com- 
mission is of the opinion that just be- 
cause a state line intervenes, particular- 
ly where energy is supplied at a multi- 
tude of points of crossing such state 
line by integral portions of the distri- 
bution system of the Toledo, Ohio, 
urban network, the reasonable character 
of the intercorporate charges and pay- 
ments must be judged in relation to the 
revenues, expenses, and profits arising 
from the operation of the integrated 
group. Re Toledo Edison Co. of 
Michigan (D-2588). 


Overdevelopment Is Not Shown to Be Imprudent 


MNISCIENCE is not demanded of 

public utilities by the Massa- 
chusetts Department of Public Utilities, 
which has dismissed petition against the 
rates of the New England Telephone 
and Telegraph Company. To the con- 
tention that the company had made ex- 
penditures imprudently during the de- 
pression with a resulting overloading of 
plant, the commission replied: 


The experience of the company for 
several years after the close of the war, 


when many of those who desired tele- 
phone service were obliged to wait months 
before obtaining it, conclusively shows 
that the plant development must be 
planned for a considerable period in ad- 
vance in order that proper service may 
be available to the public at all times. In 
view of the general failure to foresee the 
depression, the company ought not to be 
penalized for its failure to forecast it, and 
having in mind the predictions of many 
supposedly intelligent individuals it ought 
not to be held too strictly to account for 
not guessing the length of time it would 
last. 
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